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Thos, iremblay, K.Ce 
and For M.&. Binz Co, Limited. 
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a ROBE? = CANADA 13857 
Ottawa, Ontario, 
February 2, 19357 
-- The Commission resumed at 2.50 P.M. 
5 
THE GOMMISSION=R: Well, Mr. MeRuer, we ought to 
hear fron you first, I suppose. 
MR. MeRUER: My lord, sinee we last met, there 
have been several exhibits filed with Mr. Whiteley, 
2 10 many of which had been mentioned during the course of 
the evidence as material that would be furnished to the 
Commission, and this has been done, Tteake it they 
will be properly recorded, my lord, 
15 THE COMMISSIONER: Yes, I have copiess 
EXHIBIT 1246: Report of Tariff Board in Reference Spe 
EXHIBIT 1247: Distribution of Mill 
Employees According to Hourly 
Farnings, Feb. 1936-4 Males, 
Cotton Division. 
9 ; EXHIBIT 1248: Distribution of Mill 
? Employees According to Hourly 
Barnings, Feb. 193G- Females, 
Cotton Divisions 
EXHIBIT 1249: Distribution of Mill Employees 
A eeording to Earnings in Pay 
Period - One Week Payrolis - 
February, 1956s Malese 
25 cotton Division. 


EXHIBIT 1250: Distribution of Mill Employees 
Aecording to Earnings in Pay 
Period - One week payrolls - 
Two week Payrolls, Febs 1956+ 
Males, Cotton Divisione 


= EXHIBIT 1251: Distribution of Mill Employees 
> Meee , according to Earnings in Pay 
di : Period - Qne week Payrolls - 
February 1956 Females. 
Gotton Divisione 
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EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


“EXHIBIT 


#XHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


1252: 


1253: 


1254; 


1255: 


1256: 


1257: 


1260; 


1262: 


1263: 


13858 


Distribution of Mill Employees 
Aceording to Barnings in Pay 

Period = Twoweeks Payrolls - 
February 1936, Females, cotton Div, 


Distribution of Mill Employees 
According to Hourly Earnings - 
February, 1936.4 Wales, Silk Div. 


Distribution of Millimployees 
According to Hourly Earnings - 
february, 19364 Females, Silk Div. 


Distribution of Mill Employees 
According to Earnings in Pay 
Pertd - One week Payrolis, 
February, 1956, Males, Silk Div. 


Distribution of Mill Employees 
According to Harnines in Pay 
Period - One Week payrolls, 
Februsry, 1956, Females, Silk Div. 
Distribution of Mill Employees 
According to Earnings in Pay 
Periéad - Two Week Payrolis - 
February, 1936« Males, ilk Div. 


Distribution of Mill Employees 
According to Earnings in Pay 
Period - Twe Week Payrolls - 
February 1956, Females, Silks Div. 


Operating Results and Mill Waces 
Summarized for each five yar period 
Profit and Loss Summaries. 

Primary & Industrial Cottons Div, 


Operating Results and Mill Wages 
Suumarized for each five year period 
Profit and Loss Summaries. 


Artificial Silk Div. 


Operating Results and Mill Wages 
Summarized for each five year period. 
Profit and Loss Summaries. 

Real Silk Division. 


Operating Results and Millwages 
Summarized.for each five year pericd. 
Prefit and Loss Summaries. 

woollens and Paper Makers Felts Div. 


Operating Results and Mill Wages 
Summarized for each five year periods 
Profit and Loss Summaries. 

Knit Goods Division. 
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10 


15 


20 


25 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


» EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


1264: 


1265: 


1266: 


1267; 


1268; 


1269P 


1270: 


1274: 


12723 


1273; 


13859 


Operating Results and Mill Wages 
Summarized for each five year 
period - Profit and Loss Summaries 
Hosiery Division. 


Operating Results and Mill wages 
Summarized for each five year 
period - Profit and Loss Summaries 
Carpet Division. 


Sumiary of Employees, Salaries and 
Wages, (As reported on Questionnai 
for #19) for Years 1930 - 1935, 
inclusives 

Primary and Industrial Cottons Div 


Summary of Employees, Salaries and 
Wages, (As reported on Questionnai 
for 19) for years 1950-19355, 
inclusive, Real 

Silk Division, 


Summary of Employees, Salaries and 


Wages, (As reported on Questionnai 


for 19) for years 1950-19556 
inclusive. Real 
Artificial Silk Divisions 


Summary of Employees, Salaries and 
Wages, (As reported on Questionnai 
for 19) for years 1930-1935. 
inclusive, 


' Woollen Divisions 


Summary of Employees, Salaries and 
wages, (As reported on Questionnai 
for 19) for years 1930-1935. 

woollens & Paper Makers’ Felts Div 


Summary of Employees, Salaries and 
wages, (As reported on Questibnnai 
for 19) for years 1930-1935~% 

Knit Goods Divisions 


Summary of Employees, Salaries and 
wages, (As reported on Questionnai 
for 19) for years 1930-1935% 
Hosiery Divisios#es 


Summary of Employees, Salaries and 
wages, (As reported on Questionnai 
for 19) for years 1950-19556 
Carpet Division. 
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EXHIBIT 1274: 


: EXHIBIT 1275; 


135860 


Summary of Employees, Salaries 
and Wages, (As Reported on 
Questionnaire form 19 for years 
1930 - 1935, inelusives 

Thread Division. 


Representative Companies - 


Summary of Operations, 1926 to 1935 
Inelusive (Including eight companies 
which filed returns for the full ten 


EXHIBIT 1275: 


EXHIBIT 1276: 


EXHIBIT 1277: 


EXHIBIT 1278: 


EXHIBIT 1279: 


EXHIBIT 1280: 


EXHIBIT 1281: 


years and three which commenced 
business since 1926) 
Hosiery Division. 


Representative Companies - 
Suuamsary of Operaticns, 
1926 to 1935 Inclusive, 
woollens Division. 
Carpet Division, 

Knit Goods Division, 
Real Silk Division, 
Woollens & Paper, 
Makers'& Felts Div. 
Primary & Industrial 
Cottons Division, 
Artificial Silk Div, 
Threa Division, 


Executive and Menazement - Salaries 


of $5000 and over as reported in 
Questionnaires. Cotton Division. 


Executive and Management - Salaries 


ef $5000 and over as reported in 
Questionnaire, Broad Silk Div. 


Executive and Management - Salaries 


of $5000 end over as reportee in 
Questionnaire, 


Executive and Management - Salaries 


of $5000 and over as reported in 
questionnaire, 
Woollen Division. 


Executive and Management - Salaries 


of $5000 and over as reported in 
questionnaire, 
Felts Divisions. 


Executive and Management - Salaries 
of $5000 and over as reported in 
Questionnaire, Knit Goods Divisions 


Artificial Silk Div, 


Artificial silk Div. 


Woollen & Boer Makers! 
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EXHIBIT 
EXHIBIT 
EXHIBIT 
EXHIBIT 
EXHIBIT 
1287: 

@XxXHIBIT 
EXHIBIT 
EXHIBIT 
EXEIBIT 
EXHIBIT 
EXHIBIT 


EXHIBIT 


1282: 


1283: 


12843 


1286; 


1288; 


12893 


1290: 


12913 


12892; 


1293: 


1294: 


13861 


Exeeutive and Menagement - 

Salaries of $5000 and over as reported 
in gQuesticanaires 

Hosiery Division. 


Executive and Management - Salaries 
of 35000 aad over as reported 

in Questionnaires 

Garpet Divisione 


Executive and Management - Salaries 
ef 35000 and over as reported 

in Questionnaires 

Thread Divisions 


Comparative statement showing dis- 
tribution of employees in cotton 
Wills according to hourly earnings, 
UB. Ae and Canadas 


Comparative statement for silk and rayon 
industry, U.SeAs and Canada, 


Statement showing average weekly 
eernings of wage earners by leading 
industries Canada =- 1934, 


Statement showing average weekly 
earnings of wage earners of leading 
industries Quebee - 1954s 


Statement showing average weekly 
earnings of wage carmers of leading 
industries, Ontario - 1934. 


Japen Silk Year Book, 1955-56 


Reports of Federal Trade 

Commission, Textile Industry, Cotton 
Textile Industries, Part I, 1955-54, 
part I, first and second half of o 
1935 , 


Average Hourly Earnings - 
Woolen and woollen & Paper Makers' 
Felts - 1926-1950-1954-1956. 


Averace Earnings in Pay Period - 
woollen and Woollen & Paper Makers' 
Felts - 1926 - 1930 - 1934 - 1956. 


Average hourly earnings, 
Knit Goods Division, 1026, 19350, 
1934 and 1936 
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EXHIBIT 


EXHIBIT 


HAHLIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


1295: 


1296: 


1297; 


1298; 


1299; 
1300: 
1301: 
L202: 
1303: 
1304: 
1305: 
1306; 
13073 
13083 
1309: 


1310; 


15862 


Average Earnings in Pay Period 
Knit Goods Division, 1926, 
1930, 1934 and 1936, 


Average Hourly Earnings, 
Hosiery Divisions, 
1926, 1930, 1954 and 1956+ 


Average Earnings in Pay Period 
Hosiery Division, 

Hosiery Division, 

1926,1930, 1934 and 19564 


Average Hourly Harnings & Average 
Barnings in Pay Period - Carpet 
DivHlons 


Average Hourly Earnings & Average 
Earnings in Pay Period - Thread Div, 


Comparative Distribution of employees 
according to ,ourly earnings in 
textile industries, 1936. 


Average Hourly earnings in Cotton 
Goods Manufacturing, & Quebec and 
Ontario, 1926-19564 


Average Hourly earnings in Cotton 
Goods Manufacturing, United States, 
1926-1954 

Copy of Rayon Organon, January 1957+ 


Chart showing trend in prices, 
Raw Silk Market, 1931-1956.» 


-Extension of Exhibit 620 - No. 10's - 


Single Cotton Yarns 


Extension of Exhibit 621 - Mill Sprea 
Single Cotton Yarn, 


Extension of Exhibit 822 - NOs SO'Ss 
Twisted Cotton Yaris 


Extension of Exhibit 823 - Mill Sprea 
Twisted Cotton Yarne 


Extension of Exhibit 824 - No, 30's 


Gotton warp Yarne 


Mill Spreads on 30's cotton warp 
yarn, Canada & U.S.A. 1926 to 19566 
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EXHIBIT 1511: 
EXHIBIT 1512; 


EXHIBIT 1513; 


EXHIBIT 1314: 


EXHIBIT 1315; 


EXHIBIT 1316: 
EXHIBIT 1517; 
EXHIBIT 1318; 


EXHIBIT 1519; 


EXHIBIT 13520; 


EXHIBIT 1321: 
EXHIBIT 1322: 
EXHIBIT 1323; 
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Extension of Exs« 835 - 30's single 
hosiery yarns. 


Extension of Ex. 826 - Mill Spread 
Hosiery Yarns, 


Extension of Ex, 829 - Sheeting 40" 


Extension of Ex, 830 - Mill spread 
Sheeting, 40" 


Extension of Ex, 832 - Sheetixug 36" 


Extension of Ex, 833 - Mill spread - 
Sheeting - 36". | 


Extension of Ex, 8 31 - Cotton Print 
Cloth, 44% 


Mill Spreads on Ex, 831 and 1517, 
United States, 


Statement of selling prices, 
United States, raw cotton, cotton 
yarn and cotton grey goods, 1956. 


Statement offair market value in 
United Kingdom of 22% oz, blue serge 
and Canadien duties applicable, 

July 10, 1933, together with sample 
and also Paton Manufacturing Co, 
cloth #4556. 


Average Hourly earnings, 1926-1956} 
Silk Division, 


Average Earnings in Pay Period, 
1926-1936, - Silk Divisions 


Average Earnings in Pay Period, 
1926-1936, - Cotton Divisions 


And I received a letter yesterday, 


hich I think I should put before your lordships 
t is from the Executive's Secretary of the Canadian 


lassociation of Garment manufacturers. They have 


ndicated certain things that they wanted drawn to 


c ) our lordship's attentions Mr. Learie appeared 


30 


efore the Commission in Montreal, I think, as a 
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witnesse 
, MR» BERRY: No, he did not appear. 
| MR. MeRUER: Well, someone appeared at any rate 
for hime 
MRe BERRY: NOs 
MR. McRUER: Oh, yess 
MR. BERRY: The only witness was Mr. Levi, and he 
was not of that organization; he was a manufacturer 
himself. 
MR. MeRUBR: He was a member of the Association, 
was he not? 
WR. KELLOCK: He was of oe National Women's wear 
Association, my lord. 
THE COMMISSIONER: That is something different. 
what is this Association, Mr. McRuer? 
MR. MeRUER: ‘This is the Camadian Association 
of Garment Manufacturerss He simply asks this: 
"you will remember that I stated to you 
the desire of the trade to co-operate with you 
in every possible respect, and following 
the activities of the Commission closely, and 
speaking for the organized clothing trade, 
I desire to ask that you do not accept, as indicative 
of wages paid in the garment industry, the wages } 
disclosed as being paid in the primary textile 
guild. 
For the Commission's information I am 


attaching herewith a record of the wages paid in, 
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the men's clothing trade in the cities ef Toronto 
and Montreal, and in addition I may inform you tia 
in the cloak and suit and men's clothing 

industry in both Ontario and Quebee, there are 
codes in foree, under the iaw, establishing 

wages upon standards very much higher than in 
industries where no such control exists. 

In addition may I say that eodes are now 
being discussed and negotiated in the work 
garment industry of Quebec, and will also be 
adopted in Ontario, and may I pray that when 
the Commission is determining its verdict that it 
will disassociate the garment industry from the 
‘Pabets industry in any recommendations it may 
make ie respect of teriffss 

Should you desire any turther information, 

I am at your services" 
And the enclosure is here, my lords 
“THE COMMISSIONER: Have you shown this to counsel? 
MR., MeRUER: No, it just came in last night. 


THE COMMISSIONER: Perhaps you had better speak 


to it agains 
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ARGUMENT by MR. McRUER, KC 


‘ 
: MR. MeRUER: Yes, This brings me, my lord, 
. 
; 5 to my argument in respect to the matter that we 
have been investigating over the past mouths, and in 
L opening my argument I wish first to pay a most sincere 


tribute to the members of the Commission's staff, 
; and especially to those members of the staff who 
a if belong to the permanent civil service, [I am sure 
that no commission could be better served by a secre- 
tarial staff than this commission has been served by 
Mr, Whiteley and by Mr. Rene, both in efficiency and 
15 courtesy, and I sm sure that when 1 say this I 
express the appreciation of all counsel engaced, 
I would alse mention Mr. Hooper for his work in the 
extremely difficult problem that he had to handie as 
a tariff expert, and I can assure your Lordship 
| that the work of the staff has made the work of 
counsel very much lighter and more pleasant by 


reason of their efficiency, those that we have had 


from the civil service and those otherwise attached 


4s te the commission. Without any flattery whatever 
- wish to express my personal appredation of my 
very pleasant associations over the past sete 
with my learned friend, Mr. Beamregard, and also with 
. 30 all counsel that have been engaged before the 


commission, We have our respective duties to perfom 
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in presenting the matters that appear tous, ami I» 

em sure the t there has. been nothing whatever unpleasa t 

erising during e1l1 the months of the hearings, 

- i have filed with the secretery, and my fried 

Mr. Beauregard has also filed with the secretary a 

brief in respect to different aspeets of the matters 

ecannitted to the commission by the order in council, 

as we heve egreed between ourselves to handle then, 

Mr. Beauregard hes taken. on the very importent 

. task of handling and presenting to the ¢ammission those 

aspects of the evideme that desl with the effeirs of 

the employees, the reletions of the empleyees with 

the industry, working conditions and all matters thet 
T pertein to the welfare of the working men, 

i have underteken to present those other aspects 
pf the industry whieh 1 think aight to be brought to 
the attentio of your lordship from the evidence, 

The prder in council that authorized this com- 


29 Mission wes an extremely broad one. I hewe taken the 


pos in my brief et the first pege to anelyze the 
aia in council, at any rate toa limited degree. 


iad we attempted to cover all thet was committed to 


phe commission by the o@der in council in the broadest 
fone we might never haye lived to teminste the 
se evenue thet might open up under the order in 
| 
qouncil, but we have dealt with it in » broad way so 


» no 


pat we might cover substentielly the, mtters raised. 


25 


sbours of the canumission, but we have rather covered 


t in another sense; that is, not seeking to go dom 


vey, 
i fos .2n of tevags J sild exotsem “a: 0 Re at | 
essiqis tsvetedw gaidtea need sed sted teat ore asf 


zacixsed olf to eftrom eft Lie anbumb satelis 


boetxi yr bee ,ytetetese oft ddiw ieltteved ft . . eee 
® Yistote|es off dtiw bel mM oule ead bregetss0S nt] 
sainiies est te efoequr toetelTlis of ‘teequet mi te tad] 
ieasos ai white oft ye ae fentomog aul F aF Bott inane] 
mods efiset ot sev ieerme menos booty eved aw es 


tastieqmi yroy odd GO aods? oud ches hfgeria ai 


i we 


: q ee + Z é 
RR a a RN A Se a apnea cupmnaennengenastapiniadeps ae Brn ~ a - _ 
= : nna cn bt A NR A SERNA SR A mE Mo 


vod} seleekem o edt of paid never bas eee te dee 
to etietie edt diiw iseb saat suresive ‘pat te atosaua| 
asi s eeeyoigste aft te enoltelst sat , aoe yolqme oxi 
tad? esotiam Lis fra eholitinos gatizow . Cedewhat oad} 
om guliiow erft 6 etetiow eatt. ot aiate dl 

Foo qEs astite. sgod? sapeete od nedatwmSan ovat dL 
of tiasord of of tdyso anidd I meisw ysvesbal ant 
ecasSive efit wort qidedtol TAY, . oktnetts otf 
| 09. shit Sesltoitus sant Lianss uf adh edt 


eat neaat oved I. .sm0 baoid Uemen xe as EW reaps | 


edt sxyicae oF eRe text odd ts tefid a et elduor: 


} 


.907905 botimil = os atat Yue te Adare wt cobtd 
ot betjimmoo saw teat {Le tovee of potqant? s ow 5: 


taoheotd oad ai {leason alt a, My eat ya sotas imap o” cal 


yi 


& . 
al 


er 


r | #r 


_ oni faut ane? o¢ Sovil eved peven J cigiae gH 
bstsyo2 pap Vs ave ow tud olestmmo off To | 
aro: 0g o¢ dutieos toa at tadt ;suewe caters at of 


“at tobt6 odf “Hibae qx nego eae e r : 


og usw Beow s at tt dt tw tiaeb evad ow tud., oat hs 


"Bon te Prods mor oct Lik tmndeh cos thn 1 
: 3 a alame S 


a 


er 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


ORONTO = CANADA 
q 


13868 


In the first place the sppointment of this 


gommission developed out of the action of the 

Dominion Textile Company Limited in closing down the 
5 Rayon division of the Sherbrooke brench of the caip 

It arose immedistely out of that closing, end on 

receipt ofa telegrem fram Mr. Desleuriers, the 

city clerk of the city of Sherbrooke. The order 

in gouneil shows that reports hed appeared in the p 
10 that uncertainty in the textile market, due in ler 

pert to Japanese competition in artificial silks had 

foreed the Dominion Textile Company to close its 
plent at Sherbrooke, and that the plant would remain 
glosed until the situation in the Sidlentrs hed been 
15 clarified, 
Bow whet appeared to the governmamt epperentl 

wes thet the e losing of this plant hed been foreed b 

Japenese competition, snd thet it was then the inten 

tion of the compeny to keep the plent closed indefi 
ae nitely eit the situetion in the industry hed been 
clerified, 

It is shown that it ceme to the ettention of 
the government that Mr. Gordon head sent a telegram 
to the Montreal Gazette in which he hed said, "Hope 
* to reopen when we can see possibility of menufecturi 

goods which can be sold,” After sending a represe 

tative to Sherbrooke the government cone luded thet i 

wes necessary to heve an investigetion by a Royel 

Commission waich would go into ell metters on @ 


30 
| brosder scsle than could be done by an investigatio 
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by the teriff board, and the Minister reported to 
council with certein observations which I think are 
pertinent to our: onsideretion of the evideme which 
has been put before the ¢ amission. 

me in the Minister's report he observeé thet ecute 
distress and suffering of wege earners and their 
dependents necessarily followed the cessation of 
their lebours which resulted from the clos ing down 
of the mills, ani he was of the opinion that industry 
generally, especially an industry which had hed for 
yeers the benefit of protection efforded by the 
canteen tariff should recognize its responsibility 
to cerry on operations with due regerd to iis obliga- 
tions to its employees and Se ptnishbt tembouler 4 
erbitrerily shut down its plents, 

Now one of the things thet I shall have to 
consider in presenting the ¢ vidence to your lordship 
is whether the Minister was justified in that opinion 
thet there was en obligeticn on an industry, ee 
pecielly wag which for years hed enjoyed the benefit 
of protection effomied by the custans teriff, to 
keep its plant goine and not to erbitrarily G lose 
it down under the circumstances thst confronted the 
owners of this industry, end that is whet the 
government had ae eh et thet time. 

The yous inder of the order in coane i} makes 
it elear that in eseeying the evidence from thet 
point of view we are following the proper course, 
for the neh of determining the res ponsibility 


of emnloyers ent to enable ennronriste action to be 
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teken with regard to the interests of the public, 
the employees end the industry itself. 

Now thet is the purpose of this comissi on, to 
eneble appropriate action to be teken after having 
determined the responsibility of the employers, 
having regard to the interests of the public, the 
employees and the industry itself. The order in 
council goes on to say, “It eppesers essentiel 
thet the government be fully advised,” 

Now these are the matters which the order in 
council suggests ought to be fully investigated 
anc ‘the government be fully sdvised on, these are 
the mtters thet I have done the best I could to 
direct my ettmtion to in the preperation of this 
brief: 

(1) Whet protection hes been afforded to 
the textile industry by the customs teriff in 
the past ? 

Theat is, what actuelly heve they enjoyed in the 
wey of protection in the past ? Next: 


(2) Hes the teztile industry recognized its 


obligations to the public and to its employees ? 


Thet portion hes been substantially dealt with 
by my essociate, Mr. Beauregard, and will be 
reported upon when he presents his argamant. Next: 

(3) Hes it arbitrarily shut down its plants 7 

I shell discuss thet. And next: 

(4) What is the res onsibility of employers 


in protected industries in regera to the interest 
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in regard to (e@) the publie, (b) the employees, 
(s) the industry. 

The last metter involves a great deal, and 
thet I shell discuss a little bit leter -- the 
responsibility of those engaged in industry thet 
receives fran the government the privilege of 
teriff protection. Whet is their responsi bili ty 
to the public as e whole first, end thet is the 
consuming public end the general public who may 
be affected by their operations; and secondly, what 
is their responsibility es to their employees and 
to those thet may be engeged or have e finenciel 
interest in the industry. 

And this inquiry is for the purpose of edvising 
the government in order thet sound cone lusions mey 
be reached in respect to these m tters in regerd 
to the future, I think that those words in the 
order in council ere extremely important in 
governing our consideration of the evidence. Thet 
is, the reference to saind comlusions that sre to 
be reached by the government. Out of this investi- 
gation the government appeers to hope to be able to 
reach conclusions that will be for the national 
benefit in regardto the course that it will teke 
in the future. In order to enable them to do go 
we heve been asked to investigate tariff protection; 
investments; profits; weges; saleries and bonuses; 
costs; volume of produetion; British end foreign 
competition. We heave attempted, I and my 


associate, Mr, Beauregerd, in our briefs, to cover 
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these items. Out of it all there ghould be 
gomething develop that will indicstewhat respon- 
sibilities employers have to maintain employment 
over periods of temporary difficulty, efter they 
heve experienced prosperous times end the owners 
heve profited e great deal by carry ing on the 
industry under teriff protection in times of pros- 
perity. Is it right when they are in the position 
where they may reap the benefits of prosperity by 
virtue of the privileges given to them umer the 
customs teriff, thet they should when they come to 
times of difficulty shift the load sai responsi-~ 
pility of meinteining their employees on to other 
shoulders ? 

I do not think I need to enlarge upon the 
agreement that was entered into between Canade and 
Jepen, which immedistely preceded this difficulty 
that oecurred in Jamiery 1956 more than to sey this, 
thet Cenede hed negotieted a tresty, and 1 shall 
have somet ing to sey padi the negotiations in @ 

i moment. 

THE ¢ MMISSIONSR: Did not the treaty become 
effective on December 26, 1925 7? 

Mr. McRUER: It became effective January ) 
1936, my lord. 

THE CCMMISSIONER: I am referring to the date 
given in your brief. 

Mr. McRUER: That is an error on page three. 


THE COMMISSIONER: It says twhich became 
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effective on the 26th Decenber, 1935." Thet is 
an error, is it ? 

Mr, MgRUER: Thet is anerror. That ghould be 
the lst of Jamery, 1936. It is so stated in the 
lest peregraph of the letter on page 4. 

THE CQMMISSIONER: That is what I thought, 

Mr, McRUER: Yes, thet is correct, 

» Now the matter thet became of immediate interest 
to the textile industry in Canada was the fact thet 
the trade egreement between Canada and the United 
States also became effective on the Ist of January, 
1936, ani under the provisions of that trade egree- 
ment the fixed valuation on artificiel silk was no 
longer effective between Canada and the United 
Stetes, and Japem, enjoying a most favoured nation 
treaty with Cenada wes entitled to the same benefits, 
9 so that the fixed valuation of $1.25 per pound on 
artificial gilk was no longer effective. 

Mr. KELLOCK: Thet is sn reneeuh 4 in the same 
letter ? 

Mr. McRUER: Yes, I shell deal with thet. Before 
dealing with what 1 might call the result of this 
agreement, I want to direct your Lordship's atten- 
tion to the situetion that presented itself to the 
government et the time thet it entered into an 
agreement witli Japan toedjust the valuation of the 
yen fran 49,85 cents down to 29.5 cents, with a 
scale of further ad jus tents thet took plese aay 
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letter. 

At peee 6 of my brief I have referred to exhibit 
No.666, which is en exhibit prepered from the trade 
| statisties of the Dominion of Cenedea, showing the 
trede between Cenada and Japen. 

In the prief submitted by my friend Mr. Kellock 
in déaling with Japenese trade there was s suggestion, 
I rather judged from reading it, thet while the 

trade with Japen did not smount to mach and wes not 
ad | 0 ia thing to worry ebout much fran a netionel point of 
view, that teking the everage over a period a 
forty years or something like that -- and I do not 
ithink it is quite fair to deal with trede as it hes 


everaged over a period of forty years -= 


MR. KELLOCK: Thet was not my ergument. 
_ MR. McRUER: Well, there it is anyway. At 
lany rate the trade with Japen wes en importent fector 
in our netional life. Canada is a cantry thet must 
A cam necessarily prosper on export trede. We heve not 


yet reached the stage of = consuming ell thet we 

procuee in this fertile dominion. Exhibit No, 666 

lshows that from 1922 to Merch 51, 1935, Cenade 

exvorted. to Jepan goods to the value of $325,128, 460, 
95 ||while Cenedian imports direct from Jepen emounted 

to $114,317 ,970. 

Now it is suggested in my friend Mr, Kellock's 
| brief, and quite feirly mecested in my opinion, 
thet you cannot accurately measure the imports from 

» | 30 || Japan ‘by teking the trade figures for Cenede as showing 


||the whole story on sccount of the fact that for some 
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years at eny rate raw silk has been imported into 
| Caneda through the United States, end that a greet 
portion of this rew silk originetes in Jepen. There 
is no doubt thet a great portion of it does. We do 
5 ||not know just how much of it does, but I am quite pre- 
pered for the purpose of illustration, end@ I eam merély 
dealing with it as a fact thet exists -- I eam quite 
prepered to add to the $114,317,000 the value of ell 
the raw silk thet has been imported through the United 
10 States of Japenese origin, which wold make the total 
importetions fran Japen over thet period $161,000,000 
es against exports to Japan of $325, 000,000, 
THE ¢ GET SSI ONER: Then you heave succeeded in 
finding out the value of ell the rew silk imported ? 
“3 Mr, McRUER: No, we cennot say it 81] came from 
apen, but I heve taken all the raw silk thet ceme 
From the United States end said, “assume it canes fron 
Jepen, then this is the figure," 
> THE CQMMISSIONER: About $47,000,000, 
xs Mr. McRUER: About $47,000,000, end I heve added 
het to the $114,000,000. 
‘THE CQMMISSIONER: Meking whet ? 
Mr, MeRUER: $161,052,198. 
25 Mr. KELLOCK: In one case it is from 1922, end 
in the other from 1926. . 
‘Mr. MoRUER: Quite right. There sre four ycers 
flor which we hsve no figures whatever on the rew silk 
po in fran the United States, but this is true, 


> $0 fhet the ma jority of importetions of raw silk frau the 
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United States, thet the importations from the United 
States beaame very much heavier after the excise taxes 
were put on, 

Tit COMMISSIONER: You meen our excise tax ? 

Mr. MeRUER: Yes, ami itwas in the last few 
years thet the heevy importetions of rew silk ceme 
from Japen. Whether mach came in fran 1922 to 1926 I 
seannot say, bat it is not likely to heve been a m tter 
of grcat consequence, 

TEE COMMISSIONER: About this exoi se tex, did it 
apply to sll countries ? 

My, MeRUTR: All but Greet Britain, 

THE CCMMISSIONER: Why then do you mention it in 
reference to a greet deel more silk coming in from the 
Wnited States after the excise tax ? 

Mr, MgRUER: The excise tax would be iLkeusd 
pi the fixed valuation of the yen st the higher price, 
I if the goods were imported from the United States 
i paid excise tex on the Americen rate of exchenge, 

4 would algo remind your lordship thet the broad 
fh Lic industry only commenced in thig country about 1923, 
THE COMMISSIONER: 1923 ? | 
Mr, McRUER: Yes, my lord. I think my figures 
a pege G give e pretty aceurste picture, but if my 
oe wants to edd enother million dollars or two 
| the $161, 000,000 it does uot meke much difference 
| 


bycause 1 am stating the position the government was in 


pom the fell. of 1955 when they took this action thet 


we SO severely criticized by the textile industry, and 
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which brought about the course of action which they 
edopted. 


On pege 6 your lordship will notice thet in 1929 


the exports to Japen had mounted to as much as $42,000,000 


5 
and the imports fran Jepen, including the rew silk 
caning through the United States, amounted to $19,0001000 
During thet year Cenada’s export trede with Jepan 
emounted to 5.09 per cent of her total export trade, 
> 10 and inl950 it emounted te $50,475,000, while the 


imports from Jepan, including el] rew silk imported 
through the United Stetes amounted to $18,140,000. 
Then after the heavy duties were imposed in 1930 
we find that there was a drastic drop in the value 
15 of our externel trade with Jepan. In 1935 our ex- 
ports emounted to $16,000,000 as against imports of 
$4,424,000 direct, or, if you add the raw silk 
imported through the United States, $8,088,715, 
so thet this was the fact thet faced those responsible 
for the goverment of tie netion at that time, 
2 On pege 8 I have given your lordship the different 
items that show the severest decline, and these were 
not items thet a netion like Japan might require in 


one year and not in another but sare goods thet she 


f must heve from some market. Take lead in pigs. 
Over the five-year period sealieal Wain 1, 19350, 
exports to Japen amounted to $18,400,000; mx $6,000,00 
for the subsequent five-year p eiod. Wheet is an 
) - importent item, and the exports to Japan for the first 


five-year period smounted to $65,556,000, and for 
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the lest five-year period $14,988,000. Wood pulp 
also shows s decline, as does zine spelter. 

The next table, which was taken from exhibit No, q68, 
fran The Oriental Ee onomist, shows thst Japen hed 
| Ghenged their policy in regerdto the country from 
which she would buy wheat over thet period of six 
years. The peper shows the importetions of wheat 
from Australie, Canada, Americe and other countries 
tren 1929 to 1935, and the imports are given in 1,000 
Piculs. I do not know whet s picul is, but the 
imports sre given in 1,000 piculs, 

THE COMMISS IONE:: Thet figure, 6,649 for Cenada 
for 1929 means 5,649,000 ? 

Mr, McRUER: Yes, my lord, and in 1930 it wes 


2,957,000, while the importations from Australia hay 


increesed from £,402,000 in 1929 to 8,554,000 in 1931 
In 1952 the importations from 4ustralia were 10,264,00 
and 1,985,000 fran Cansde, Then we come down to 1935 
when Canada wads exporting only 881,000 while Australia 
wes exporting 5,558,000. 

| THE COMMISSIONER: I snioe heard in enother forum 
thet a ereat deel of the decline in our wheat expor-~ 


tetions es compared with those of Australia to Japan 


25 is due to the exchenge value of the Jepanese currency 
| which gives Sustralia en edvantage. I do not know . 
whether thet would epply here er not. I just mention 
thet in » aie ti: | 
> 30 ur, MoRU ER: | At eny rate this is the fact that 


Wes confronting the Cenadien goverment in the fall of 
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1955, that the exports of whest to Japan were at thei: 
very lowest point. It may be thet the exchenge had 
souething to do with it, but I would t>ink that 
putting a valuation of 49 gents on the yen thet was 
worth 29 cents when things were brought in from 
Japen would not help the exchenge situation between 
Cenada and Japan. At any ratethere was en edditimal 
feature, and that was prior to July, 1935. The 
Japenese government had taken the attitude thet our 
P Ee treding reletione were unfair, end they took the 
attitude: We sre not soing to desl with you in 
respect to about helf the articles thet we ere im- 
porting from Caneda et the present time. They 
threa tened to put on a surtex, snd the mtter wes then 
before the government for consideration, Now the 
attitude of the textile industry at thet time is 
| sonething for ug to consider. * 
Dié the textile industry come to the government 
» a and teke this attitude ? “We will see what we ean 
| do about it to help relieve the situetion." Well, 
on June 12, 1955, Mr. Dawson, represen ting Cenedien 
Cottons, wrote a letter to the Minister of Trade end 
Commerce in which he said: 
5 "hs I stated in one of my carlier letters, 
lergely because of British e¢ometition, we are 
only able to operate our mills at the present 
time from three to four days per week, and, 
therefore, it is quite clear thet if we have to 


reduce cur produstion further still, becsuse 


of Japenese competition, our workers will be 
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drewing starvation wages and the industry 


itself will be in extreme danger of ennihilation,g" 
in the first plece we will have to consider whether 
Dawson was meking e feir and frank stetement to the 
minister at that time as to the position of tie eomm- 
pany's mills on June 13,1935. We will heve toemsid 
whether it wes ea fair tiing to threaten the minister 
thet any elteration in the teriff would be taken out 
on the workmen in that the workmen's wages would be 
redueed to the point of starvetion, That is the only 
deduction any minister who was in the position thet 
Mr, Henson was in et that time could éraw from that 
letter, eud I have no doubt that it wes intended that 
Wey. Mr. Dawson was pointing out: Thet will tbe 
the result if there is eny change, 

THY COMMISSIONER: He seys: 

“If we have to reduce our productiaa 

further still." 
He seys thet if they heve to reduce the number of 
working deys per week thet will bring down the 
earnings of the workers. He seys that they are only 
able to operate their mills at the present time from 
three to four days per week, and I therefore take it 
that he means: We may have to reduce our working 
days, in which case our workers will be drawing 
stervaetion wages, and the industry itself will be in 
extremes dengex of emmihilation. I teke it thet iw he 
rather seans that, he will have to reduce the number 
of working hours per week, and therefore reduce the 


egeregate weges per week paid to the employees. 
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MR, McRUER: ‘Thet may be, 

THe COMMISSIONER: I think thet is the more 
favourable in erpretetion to put on the le tter from 
his point of view, 

MR. MeRUER: Yes. At any rete, it wes a state- 
ment to the effect thet if there was Jepenese com 
petition the workmen were the ones who would heve 
to suffer. 

Now the position et thet time wes that on 4 25- 
eent article bought in Jepen the duties payeble 
amounted to $1,534, end in addition the Cenedien in- 
parter would have to psy the cost of transportation 
from Japen. Well, the diplomatic negotistions were 
not suecessful, and the Japenese put on @ surtax 
of 50 per cent on these articles listed on page 9 
of my brief. The result was thet Canede lost a 
market for goods that had amounted in the yeer 1964 
to $7,000,000, end in more prosperous years to ® 
very great deal more than that. 

The situation was further comliceted by the 
fect thet the Canedien government then retaliated 
with a 33-1/3 per cent surtex on goods imported from 
Japen into Ceneda. That hed an injurious effect on 


Genedian trade. The rew silk, for instence, the t 


was imported into Cenade, was not crown here; we aid 


not have silk worms in Canads, end the remlt was th 
a surtex of 53-1/3 per cent was imposed on this rew 
material. That disturbed the weavers in Cenadea very 


much. The consumers probably were not ‘as well 
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orgenized es the weavers to put their views forward. 
At any rete the weavers, represented by Mr, Hellem 
end Mr, Marx, hed much serious discussion sbout it, 
end Mr, Hallem in exhibit No.454, sets out very 
clearly the injury that this was doing to rma Canadi 
weevers. . He points out: We heve to have rew silk 
enyhow, and the fect thet you put a duty of 33~-1/2 
per cent on Japenese raw silk is not penelizing Jepan 
at all, b cause we cannot get the silk any other plac 
end it therefore simply means thet you ere penaliz 
the Cenadien industry. 

it wes stated that they had brought this to the 
attention of the government by telephone end telezgrem 
end. memorandum, but that nothing hed been done. 

Thet.was one, of the matters that feced the 
government in the fell of 1935, as to whether they 
would teke any ection. Would they leave on the 
surtax of 34-1/3 per cent applied on all Japenese 
goois and have Japan's surtex of 50 per cent kept on 
applying to those goods thet were covered by the 
Japenese order? Thet wes the fect that hed to be 
deelt with. 

We sometimes heve a misteken ides, I think, 
ebout whe t a little canpetition may do to industry in 
Caneda. it is sugzested that anything thet does 
eway with one dollar's worth of seles, if you take 


away from s Cansdian mill e merket for one dollar's 


- worth of goods and give it to a Japsnese merchent, 


> . 30 ||. you have destroyed Cenadian industry to thet extent, 
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That is the Sudzestion, Well, on page 12 of my 
brief I have indiesated that the totel capital in- 
vested in the G Ompanies reporting to this commission 
emounted to $146,873,000. lixhibit N0.666 shows that 
in the lest ten yeers Canada's export trade with 
Japen amounted to %250,000,000, end thet is ineluding 
the depression years, Une cen argue thig Way end 
that way from figures, but this does show that 
losing any foreign market by reason of having e gur- 
tex applied on Jour goods to a degree that you 
Cannot get into thet Merket at all, is e serious 
national affair, There may be a question of whe ther 
your buying g cdg from one country will bring about 
the sales of your g0o0ds to that country. Economists 
can go around in cireles about these things, end one 
cen do that on things like this very easily, but 
here there wes no question of thet. Here wes a 
substentiel merket, good for #7,000,000 worth or 
goods, We hed been Selling goods in that market to 
that amount ennually, and very much more in same 
yeers, Then there was a gurtax put on end the doors 
were closed, and the loss. to those who were dependent 
On export trede for the sele of their goods was a 
serious one, and one that immedistely confronted 
he government, 

An agreement was errived at, end the egreement 
het Was errived st was not enyt hing the t & ppeared 
bn the face of it to be of ¢ revolutionary charac- 


per. The rete of exchenge on the yen was fixed at 
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59.5 cents, the value of the yeh at that time béing | 
29 cents. The fixed valuation wes removed, but 
there. still remained all the customs duties on « 
high scele, which had. been edopted in 1930, and 
ell. the speciel duties, end the result was thet the 
duties in effect after sll the changes were higher 
then the daties on ertificial silk erticles imported 
into the United States, thet efter Ceneda hed re~ 
¥Yised her trading relations betweén herself and 
dapen the Cenadien menufecturers still had more 
protection then the dmerican menufacturers hed, 
Rayon febrics sold at a higher price in the United 
Stetes than they aid in Canada for the most poart, 
end it would be easier. to undersell the Americen 
market, 

THE COMMISSIONER: .On page 9 you give an 
exemple of @.pound of artificiel silk fabric costing 
25 cents in Jepen, end: then you show that #11 the 
duties on that put together amount to $1,534, 

MR. McRUER: .Yes,. my lord. 

THe COMMISSIONER: Heve you shown how much 6 
Similer article. wuld be taxed under the treaty ? 

MR. MeRUER:. Yes, on pages 15 and 14, 

THE CUMMISSLIONER: You take the seme article 
and show, the present effect ? | 

MR. MeRUER: Theat is ceunects Mr. Hooper 
points out thet the article dealt with on pege 9 
> ' is the December price. 


30 
Tk CQMMISSIONER: Is the Decgnber price ? 
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UR, MeRUERS Yes, bat without surtax. 

THE CQMMISSIONER: In 1935 ? Why without 
‘surtex? There wes e surtex ma force then, 

MR, MoRUER: We were showing the tariff protec- 
tion thet there wes then before they got into the wa 

THE COMMISSIONER: You are going back there to 
June 1935 ? | 

ik, Me@RUER: Yes. 

THE COMMISSIONER: iL see. It might pees: been 
well if, teasing the seme article for the month of 
nme 1935, you had dealt with it in the second plac 
with the surtex in foree, and in the next place 
under the new treaty. 

MR.M@RUER: I remember that Mr, Hooper's 
evidence wes that with the surtex the protection 
emounted to 810 per cent. I remember thet statement 
in the evidence, Mr, Hooper will look it up. 

THE COMMISSIONER: I think it would be well to 
show the seme article in the three positions: . 
June 1935, and then say Deo ember 1945, ani then to-ddy. 

MR. MeRUER: Yes, my lord. 

Your lordship will see on peges 13 and 
14 of my brief ‘ ref erenos to exhibits Nos. ole ‘ou 
528. These are comparative statements showing 
the duty vial Wie on artific ial 5 ilk fabrics imported 
into Canada and imported into the United States. 
| THE COMMISSIONER: That is on your other point? 
MR, MgRUER: Thet is on the other point. 
THE COMMISSIONER: ‘That the Americen duties 


ere higher ? 
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MR, MeRUER: The Cenedien kupy' wes higher than 
the American duty efter the treaty had been nego- 
tiated. We give the exect figures thet would be 
payeble on importations into the United States, 

The duty ma payeble on importation into the United 
Stetes would emount to $118,29, and on imnorteations 
into Genade to $127,87; a total duty om an ad valorem 
basison importetion into the United States of 204 
per cent eas compered with e total duty on an ad 
vaioren besis on importation into Censda of 221 per 
cent, 

Then on June 15, 1956, the United Stetes 
government reduced the rates on artificiel silk 
fabrics, end under the new rate the duty peyable 
would be $108,354. 

THE CCMMISSIONER: Instead of $118,29 ? 

MR. McRUER; Yes, my lord, or on an ad valora 
basis of 188 per cent, being 25 per cent less than 
the total Canadian duty calculated on an ad valorem 
basis. So thet not only wes she duty less at that 
time, but the American government reduced their 
duties after thet, so thet they were very suts tan- 
tielly less. On a jacquard pattern which entered 
under different ratesin Canada, the Canedian rate 
of duty renged from one to ten per cent higher than 
the duties obtsining in the United States prior to 
June 15, 1936, 

THE CCGMMISSIONER: Higher in Canada ? 

MR, MeRUER: Yes, so that it is made to appeer 


rather that the Canadian government had teken sam 
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reckless action in respect to the alteration in the 
treding relations with Japen, but thet makes it quit 
Glear that they did not. 

During the course of the evidence it wags 
suggested, fey my friend Mr, Kellock suggests it in 
his brief, that there was some mysterious spirit at 
large in the United States that keeps Japmese goo 
out, although you cannot find it in the custans 
tariff, end no other body can tell you what itis, 
There was a man who gave evidence before the commis- 
sion. I think his name was Donner, who had bem a 
buyer for Sears Roebuck in Philadelphia or sae 
other American city; at all events he had been a 
buyer for one of the large American firms, ani he 
was asked, “Did you have any trouble in getting 
Japenese goods that you wented by simply paying the 
duty that was payable under the custams tariff?" 
And he said, "No, we bought then ani we sold them, 
but there “ax ee other reasons that they did not caer 
in to @ merket."” At any rate the Canadian governmen 
hed redused the tariff to an amount where it was 
still pineal axed than the United States tariff whe all 
this trouble arose, and let me say just Lh gated the sile 
there that Mr, Gordon was asked in his evidence if 
he had made any investigation before he closed his 
mill to findout what the customs tariffs were in the 
United States and what was happening over there, and 
he seid thet he hed not, although he did claim thet 


he had seen some Japanese goods that were quoted on 
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“in ‘the United Stetes; but he dia not eleim thet they 
“hed been gold or that he had any knowledge of them 
being sold, I shell refer to that later, 

Then we come to the action that wes teken by the 
industr, They orgenigzed e deputation of very represer 
tative men, These men were not eentlemen whose 
importance een be unierestimeted in the industry. The 
deputation comprised lading executives in the impor- 
tent companies engaged in the menufeacture of textiles 
in Ceneda, Their Tames ere set out on pege 15 of 
my brief. They sceured an & pointment with the 
Winister of Trade ana Commerce, the Mini ster of 
Finence and the Minister of Netionel Revenue, and 

is eppesred before them in the city of Ottawa, Now we 
Ho not heave to goto the reco lieetion of anyone for 
ph account of what was put before the ministers, 
hf ter the meeting, Mr. Heallem, who was there, and ur, 


were instrumental in sending oat a report to 


as dated Jenuary 17, 1936, so that it wes imme- 


> | i he industry of whet hed taken plece. This report 
ge saison the meeting sent out to the indus try. 


wo. Hellem ft in-his evidence that it wes intended 


Ho be a truthful account of whet took plage, and one 
25 GPn make no suggestion 6s to why the orgenization 

hould send out to the industry an account of any- 

Whine but what was truthful with. respect to whet took 


| 
ce in Ottawa. Thet is much better, I submit, 


then whet members of the deputation who were there 
> 30 edly afterwards about what took passe, for this is 
their own record of the meetine, and ‘we cennot be 
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fair to them if we teke whet they say as being 

ruthful. At pege 16 of my brief I deel with son 

f the matters that were mentioned in this report, 


xhibit No,277. 


Pege 13895 follows 
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"The report states that following this meeting 
—_ of the largest mills expressed the opinion 
that it would be impossible to maintain the 
present level of employment during the next thre 
or four months, and severe curtailment would be 
necessary.'" 

Now, that was a statement of fact that one would 
expect to be based on knowledge of facts at the times 
They also stated that, 

"1. Al branches of the textile industry were con~ 
cerned over the Japanese situation, 

2, ‘The whole trade of the country was upset, in- 
cluding retailers, wholesalers and manufacturers." 
Well, we have had a lot of evidence, and there has 

been ample opportunity for those who were prepared to 
make that statement to the Mynisters to have adduced th 
evidenee to show that at that time "the whole trade of 
the country was upset, incluging retailers, wholesalers 
and manufacturers,” 

"Se Deliveries were being cancellede 
4, New orders were not being placed. 

S. Ppoduetion was being stopped. 

6» Re Ge Tolmie, Canadian Cottons lymited, ex~ 
plained that the Japanese goods had pra the 
shutting down of the Mylltown mill which was makin 
these goods, and produced cancellations of omers 
which had been received,” 

Now, Mr» Marx made representations and he sent thi 


report out, so this must have been made to the Minister, 
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that “his customers were not placing their requiremen 
especially the staple industries such as the undqre 
wear manufacturers", and a quotation from the 
report, 
"t.—assthe result of which was the necessity of 
shutting his mill down completely, as well as tw 
other mills of which he was the greatest user of 
their production. This foreed out of employment 
between 1000 and 1400 people's 
Now, that was -- 
The COMMISSIONER: My. Marx said he had closed 
this down? 
MR. MeRUER: His report states that in these words, 
my lord --"t....-the result of which was the necessity 
of shutting his mill down completely, as well 
as two other mills of which he was the greatest 
user of their production. ** 
The evi dence is he had closed his mill for two days 
during December before this treaty became effective. 
I will refer to that specifically later one 
THE COMMISSIONER: Wyat is the evidence about the 
Mg litown Mgll that My. Tolmie referred to? 
MRe McRUER; I deal with that,too, later in my 
prief, my lord, that the Mylltown mill was never clospd. 
"Mrs Gordon said, 
'that the Japanese situation had resulted in an 
entire laek of orders for the mills at S;erbroo 
and Valleyfield, anda that it would be necessary 
tocetee 600 looms at Sperbrooke and 500 at Vailely- 


field.«'(These are all looms occupied in the man 
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"facture of rayon) .«”" 


lNow, that is what My. Marx sent out, My. Hallam state 
it was intended to be a truthful account of what had 
| taken plate before the Ministers, and we have a record 
in writing made within three days afterwards of what wa 
/gaid to be saids 
"The report conc ludess: 
tI, will be clearly understood that every effort 
should be made by all concerned to have action 
> 7 ‘taken by the Government on fixed valuations.'" 
| i Now, that is a rather important thing. This is 
a report sent out and circularized to ail the industr 
in whieh it contains the statement that, 
ntl, will be clearly understood that every effort 
ghould be made by all concerned to have action ta 


15 
by the Government on fixed valuations’ 


But it goes on,-—~ 
"t.-but a large amount of information is necessary" 
| THE COMMISSIONER: Pardon me a moment. Does that 
> 20 refer to seetion 457 
MR. MeRUER: 43, yes, my lord. That was the secti 
under which they were asking that action be taken. 
"t.. but a large amount of information is necessa 
which will take time to collect'"-- which also 


what 
shows that/was said to be the attitude of the Ministe 


25 
was, “well, we think you have got the wind up 4 bit 
unduly. We want some information. Bping it and show 
it to us." They say it will take time to collects 
ee, I¢ will be necessary for every mill to bring 


’ en 


costs of importatbons of Japanese goods to the 
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"tattention of the Primary Textiles Institute. We 
also point out that these three men were very fav 
ablg inclined to keeping mills in Canada in opera 
but that we have to bring proof first'".« 

Now, that was a statement of the position that appa 
ently the Mynisters had left the industry in when the 
left, that we are favourably inclined to keeping mill 
here operating, but you have to bring us proof that 
this is going to be injurious to yous 

"t Dyring this period any aggravation of the situ 
tion by over-production should be avoided.'" 

NoW, Mr. Gordon stated that the attitude of the Min 
of Fymance was -~ and I quote his own words -- 

"that buyers were sometimes prone ‘to try and put 
wind up menufacturers'", and that they were trying 
frighten them, and to wait and see how it irons out. 

Now, at the same time we can go to another written 
document to are what they were saying among themselve 
at that time, and we are not dependent on anyone's 
recollection forits My. Taylor of Courtaulds was 
present at the meeting with the Mynisters, and it wa 
of su€ficient importance, apparently, for him to tel 
phone to London, England in connection with it, and 
he wrete a letter which is not one informing the Eng 
office about Japanese competition that they were ex~ 
periencing in Canada at that time, but one seeking 
information from the-English home office as to what 
Japanese competition they might likely expect to get 
His letter reads: 


": Ina subsequent interview with the Mjnister qf 
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wt7imanee, Minister of Trade & Commerce and Minis= 

ter of Cystoms, ete.s, we were told it was possible 

to restore some dumping duty, if the circumstances 
warranted it”? 

Now, I think Mr. Gordon attempted to suggest in 
his evidence that the Minister ef Finanee was a bit 
arbitrary with him. Typat letter does not look like i 

"t_.we were told it was possibie to restore some 

dumping duty, if the circumstances warranted it, 

we were told pretty definitely that they could 
hardly eredit such low prices being possible in Ja 
when the domestic cost was approximately 17¢ per 
yard, for a sited tae construction.s’*” 

Tpat is, that the Mynisters wanted to be shown tha 
for an article that cost 17¢ in Canada these prices 
they mentioned were possible, and, of course, that 
would involye CT, ol sort of an article and tha 
the cost was 17¢ per yard. Typen, paragraph two on pa 
183= 

"tTnere is no doubt we can substantiate this parti 

ular quotation very shortly." 

Now, they had one quotation apparently at that tim 
that they were not able to substantiate, according to 
Mp. Taylors 

tf? There is no doubt we can substantiate this 

particular quotation very shortly, but as the volume 

on these cloths is a setparekiveix small part of 
total consumption, we shall have to yerify that % 

Japs can manufac ture all types of all-rayon fabrid, 


erepe de chine, French crepes, rough crepes, etc. 
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"ton a propertionate price basis!" 
So that the point was that Mp. Taylor felt that we 
may be able to substantiate this quotation, but the 


consumption is yery small as far as the whole Canadian 


on 


market is concerned, and we are not going to be able 
to get anywhere on having a fixed valuation put on 
pecause of that small part of the consumption, and, 
after all, we have examined this thing for a year and 
10 we are pretty mueh back to the position that Myre 
Taylor was in et the start, and that is that on the 
particular type it is 4 small part of the consumption 
of rayon fabrics in Canada, and that we have not been 
able to verify that other goods are being laid down 
15 || nere in such quantities as to be any destructive 
influence to Canadian industry. So he goes on to says- 
"tr I, you have any information er quotations with 


samples, we should certainly appreciate your sendi 


i] 


them forward without delay'" 
% So thet the position that Mr. Taylor was in was no 
that of one who had before him evidence of destructio 
of Canadian industry, or one who had any barometer 
that showed thet trade was falling at such a rate tha 
they were all going to be swamped by the storm, but 
= he had a quotation thet made him wonder, but he said 
"that is on a type of goods that does not amount to mach 
in Canada, anyway, and we want to find out and prove 
our ease on the other goods before we can get anywheze." 
30 Well, I suggest when we come to deal with the extrem Ly 
important matter of the closing of the mill at Sper- 
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brooke that that is about the same evidence that Mr. 
Gordon had. He has not been able to show any evidence | 
that he really had any greater information than Mr. 


Taylor, because when we go to the quotation that they 


on 


had it was one from A, 5. Fisher. I think it was on 

the 4th of January it had been sent out, and it was 

subsequently withdrawn, but when we censider why 

the Sprerbrooke mili was closed I think we have to take 
10 into consideration the type of goods they were manu- 
facturing there, the condition of the stock at Sper 
brooke at the time, and the correspondence that took 
place leading up to the order to close the mill, and 
the manner in which the mill was closeds 

Now, at page 19 of my brief I have referred to 


certain correspondence that had taken place between 


My. Kershaw, and My. Gordon and Myr. Daniels. My. Kers 
was the manager of the Sperbrooke branch, rayon divisio 
of the Dominion Textile Company. On the 17th of Janue 
My. Gordon wrote; 
"t In view of unsettled conditions in the rayon 
field at the present time, we have decided against 
making a definite appointment of a new superintende 


of the Hayon Division at Sperbrooke Branch. We wi 


¥ you to assume the title of ‘Acting S,,perintendent'"-- 
and so on, and then he goes on:. 
“? You will be receiving instructions from Mr. 
Daniels to elose down operations in the Rayon Div- 
a aus ision Friday night, January 17th, as this action i 


ne@essary in view of the threatened invasion of th 
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"Rayon market in Canada by Japanese Goods at the 
present time. We have made representations in 


Oztawa in the proper quarters but, until some act 


is taken by the Government to stabilize the situat 
it is quite impossible for us to book any further 
orders or to continue production for stock purpose 
NeW, that is what Mp. Gordon said to Mr. Kershaw 
when he gave the order. He said that it was on accoun 
ef the threatened invasion of the rayon market in 
Canada, Now, we must regard Mp. Gordon as a very able 
and shrewd business man, and one who would not act on 
infomation that had not been fully investigated and 
authenticated, Now, he has not been able to show to 
15 this Commission, thet I can recollect, any information 
that had been fully investigated and authenticated at 
that time that showed that there was a Japanese invasio 
of the Canadian market, or that one threatened, or to 
show that they were unable to book further crders, or 
v 20 |} to continue for stock purposes. My. Gordon attempted 
in his evidence to suggest inter-company booking of 
orders, from one company to the other, from Sherbrooke 
to Magog. I+ may be, but it would not be how I would 
read it, but, at any rate, the situation is that Mr. 
25 |\Deniels sent forth a letter with a notice signed by Mr. 
Gordon that -- 
"ft further to our conversation of Monday regarding 
short time operations'"-~ now, this was on the 15th 
’ Both these letters were on the 15th. The first one may 
have been the 14th. Yes, 1 guess that is right. 
MR. BAIR GORDON: You mean the following day, the 4 
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after the 14th. I+ is the 15th. 

THE COMMISSIONER: The letter you have just read 
from Mr. Gordon to My. Kershaw should be dated Jenua 
15th; is that the point? 

MR, MeRUER: Tret is dated Januery 16the 


THE COMMESSIONER: There is no date given here, 


MR. McRUER: I+ says “on the same date Mr. Gordon"-- 
that refers back to the date of My. Tpylor'ts letter. 
9 10 You might just get that exhibit, Mr. Wniteley, so we 
are sure of the date. It is exhibit number threc, 
The letter from Mp. Gordon to M>. Kershaw is dated the 
15th of Jeamarye 
THE COMMISSIONER: D.ted the 15th, you say? 

15 MR, MeRUBR: Yes, my lord, exhibit three, and exhibi 
four from My. Daniels to the Dgminion Textile Company 
is dated the 15th as well. Now, My. Daniels says in 
his letter -- 

ee Further to our conversstion of Monday regarding 
short time operations. 

Synee that date further complications have aris 
en which necessitate more crestic action. You will 
therefore post the following notice in several 


prominent places throughout the Rayon Mill:< 


DOMION TEXTILE COMPANY LIMITED 
SHERBROOKE BRANCH = RAYON DIVISION 
THIS MILE WILL CLOSE. DOWN ON FRIDAY 
JANUARY 17TH AND WILL REMAIN CLOSED INDEFINITELY" 
9 a NoWy we may observe here that Mondey was the 13th 


of January. This letter is written on the 15th. 
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Monday was the 12th, The evidence of Mr, 4tersheaw 
was that he hed hed e conversation with Mr. Deniels 
on the 12th, that they hed referred to further cur~ 
tailment of production because the Megog Print Works 
hed not sufficient mechinery to handle the grey goo 
that were being produced at Sherbrooke, and that 
they would have to cut down further production at 
Sherbrooke, that there was no mention made of Japene 
competition to him at that time, and that when he 
received this letter it wes the first he hed heard 
of Japanese competition interfering with the ir bus SSe 
One would think if the business of the Dominion Textijle 
Company was being threatened with this impending 
catastrophe it would have leaked through to Mr. KersHaw. 
Atany rete, it is suggested in my friend, Mr. 
Heward's brief, that the closing of the Sherbrooke 
mill ead faatver of only a few days. It wes a temo 
ary matter from its inception. lt was never in tende 
to ¢lose the mill, it wes just a temporary matter 
until they oriented themselves. I think that correctly 
summarizes it, Well, the notice that was posted 
to the employees was that the mill would remain 
e@losed indefinitely, and Mr, Gordon wrote to tector 
MecKinnon, Comissioner of Tariffs, on the 16th of 
Jenuery, a rather important letter, at page 20s 
"t sinee returming fran Ottewa, I heve review 
dur own reyon situation carefully, and, in view 
of our present stocks and the doubtful validity 
of present onlers on our books, I can only ¢ca@i-~ 


elude that it would be'"~= well, there is a 
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stetement there in regerd to the doubtful validity 
of the orders on the books. He goes on: 
| "T_T e@en only conclude that it would be sheer 
folly to continue producing more reyon goods in 
Rayon Division of our Sherbrooke Breneh'", 
Sheer folly to continue producing more rayon goods in 
the Rayon Division of our Sherbrooke Breneh» 
"E IT have, therefore, made errmngenents for that 
mill to cease operations tomorrow night; and it 
will have to remain closed until we can have som 
reasona ble grounds for assuming that goods 
produced can eventually be sold eta price level 
in line with eost of produs tion," 
Now, when we cane to consider, as I am going to in a 
15 moment, the type of goods they were producing in the 
Rayon Division of the Sherbrooke Branch, end the type 
of goods that were being quoted on by Fisher, and 
that is about the only quotation -~ the only quotation 
that we have got in Gansdea was a letter from Fisher to 
20 Anderson, and probably sent out to some others, but 
it is rather important in reading this letter to the 
Gomissioner of Tariffs to obse rve th et they are 


closing the mill, they are ceasing operations to-morroy 


night, “and will have to remain closed until we can 


heave some reasona ble grounds for assuming that goods 
produced can eventually be sold ata price level in 
line with cost of production", I am going to point 
out, while these representations were before the 

’ : Minister, end while they were putting before then 

3 


their different angles in the industry, the purcheses 


Wibliev (itt Geos ed¢ of baagct ah emat toomoteta 
$80 609 eff  .emteod edt ao stebre edt 20. 
“mood 06 Sinow $2 tet obaLonos'y Ino me T-—"> a 
at abory: BOW; etor gat eubore units @ ot uiict Zot? ff 
ag anions exoordmde «0 to nofeaiv iM weyed., 
ft abooag atyet stom gubeubort exuttues of Yylict teesie 
oil omex® esoord mse te To wotebyie moysd edt 
att vol atm aogaerts obsm .ototewat .oved L 
$1 Han 4ddgla woronet axotersye wesen of film. 
O28 evel nee ow Citas Seeoie aissex of oved Lhiw = ae _ | 
~ < ghoee ¢ out guimuane rt ebavets eld eacaset | ‘ ‘7 
owl eeisy ete bioe od Ulevineve nae hesmhouq@ . 
"Sstnks enbecig tees aviw ealt at, 
a mb ot satoy oa Iles ,tebiexes of ome oF aecde, ,.wolt 
edt mi gut esherc sew yout sbooa te eq yw odd .# mono | ar 
eget eft baa , donate exoordwds eat to aot aivid noyatl 
(© Bae tedell yd ao betoup pnied etew é sit shoog to | 
fattatorp ¥ imo eis =~ goiltstenp yino et tuade at tadcy | 


¢ tee fe mort tatds £ @ Sew ahede? al tos eved oF tee 


gud ,gasdto sgoe of tuo tnoa yldatotg bas. , mon reb.1A 
eat ot “et teL eidd nat bact at. taedtoget sodtot até 
ets Youd te at evi osfo. ot attigat 2 waciealsnod 
TOMO r anott stego silesos sia yout Afieedd gateelo | 
‘geo ow Lites Sevols aiemr ot bved Litw. bas" etait a 
sboeg add gaimoses tOY abasotg old sn08s5% omos evad H | 
‘gt Level oo ing ate bios of elestuere ase beoxbotg | 
Gated: ot salto a” = g*aokt enor g te ‘tno. aidtw eat | . 

<< @sit iered erow suo ltatnsssim@n saedt Fa) Lantz | \ 
_ a TS oe emai eatin 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - CANADA 


13906 


of rayon yerns thet the industry were making at the 
Same time, He goes on:- 
"¥ I am hoping that, in spite of the rather 
indefinite promises of immedi ete action made by 
Mr. Dygnning'"~- go Mr, Dunning had apparently 
made some promises, indefinite, if you will, but you 
could not expect, I don't think, becmse they braugh 
& quotation from A, B, Fisher & Company, and said 
“here we are, we want the fixed valuation restored a 
once", I don't see how a reasonable man could expect 
the Minister of Finance to accede to thet. It is 
adiffieult to see, in view of all the evidence that 
we have hed here,how they could have expec ted Tt, 
had that all been known, but he says he is hopeful 
in spite of these indefinite promises tha ¢-- 
"!—.some thing will be done to Stabilize the whole 
situation so fer ag lméed velues on all types of 
textiles fran Japan are concerned. I think the 


idea of welting for the gi tuation to develop 


is tantamount to watching a fire meke hea dwey before 
attempting to bring it under control, and I am afrbia 
the longer the Government holds off the more 
difficult it will be in the 6nd to make the change 
which are absolutely necessary if our whole indust#y 
is to be kept in the picture'", 


Now, this is a statement that one who is in the 


position of Mr, MaeKinnon must teke to understand thet 
Mr. Gordon is saying to Mr, MecKinnon "if you don't 
take action, we have info mation that shows us we are 


going to be wiped out of the picture". They ere just 
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going to take ea brush and brush them off the board, 


Now, we are dealing with statements meade to a Govem 
ment, and I am going to have something to say later 


es to how I think en industry that @ joys the privil 


Qn 


of protection ought to deal with governments, There 
seems to have been indicated in this inguixy"thet we 
Gan Say onything we like to the government because t 
heve got the means to find out if it isn't true", So 
witnesses did suggest that. Well, I do not believe 
thet is Sdiat%d becaning way for those engaged in an 
industry that receives protection to deel with the 
Goveainext 

Mr, Gordon said to the Montreal Gazette, whic! 


was a statement undoubtedly for publication because 


a it wes in reply to the Gazette telegram asking if he 
had any comment to make -~- 
"te Report correct. Mill employs about five hundred 
of both sexes. ope to re-open when we cen see 
p ie poswibiliy of menufec turing goods which cen be 


sold'", 
Hope to re-open when we cen see possibility -- thet is 
he is telling the public now that we ean see no 
possibility of manufectring goods that ean be sold, 
25 Well, these mey be statemmts that were meade haestilys 
Probably Mr. Gordon did not want them to be taken at 
their full fece value, They may heave been mede 
rather with the hope that they would create some 
propaganda that would enure to the benefit of the in- 


’ 30 dustry, but whether that be the cese or not we have t 
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draw our om gonclusion from the fect they were male 
4n the way they were ned@s 
Then, we come to the interview between Mr. 
Howerd end Mr. Dodd, and, sgein, Mr. Howerd was @ 
member of parliament and one of those who were charged 
with the responsibility of voting in Parliament on the 
subject mtter of granting tariff protection to an 
industry. He was interested in his consti tuents wo 
were out of work as a result of this action. He went 
to Mr, Dodd and Mr. Dodd stated-- 
"th et there were goods goming in thet were respon 
{ble for serious eaipetition, and they dia not 
‘dare go on manufeeturing in Sher brooke in those 
gompetitive lines"s 
Well, in the first plewe the lines were not 
gomp etitive in Sherbrooke with sny goods that had ie 
quoted Os There is no evidence that goods were 
gaaing in, no evidence thet goods were sold at that 
time, end the quen tities that were 301d we will deal 
with. 
oe The Commission adj ourned for a short recesses 
«= On resumings 
ARGUMENT BY MR. Mo RUER(Continued) : 
> The evidence shows that Mr. Howerd then hed 
an interview with menters of the Cabinet efter havin 
seen Mr. Dodd, and on the 24th of Jenuery, 1936, the 
Minister of Finance made a ‘report to «4 committee of 
the Privy Couns il, recommend ing that a Royal Commnisgion 
30 pe appointed to investigate not only the ¢ ircumstanges 


surrounding the glosing of the Sherbrooke Brenc bh of ithe 
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Dominion Textile Company, but elso other matters in 
connection with the textile industry, and on that 
game date the Dominion Textile Company issued orders 
to Mr. Kershaw to re-open the mill es of Jenuary 29the 

Now, in detemining whet was the purpose of 
closing the mill at Sherbrooke it ig not unfair ifwe 
analyze the steterents thet were being medie by the 
offieers of the Dominion Textile Conpeny et that time, 
end the statements that were being made by members of 
the industry to the Governnat at thet time, becaise 
there ere two ways of pressing a Gases One is thet 
we have proof that will satisfy you thet there is 
going to bea great national oatestrophe, and the othe 
4g that we say there is going to bea great nationel 
eatastrophe, and if you dam"t do something thenwe are 
going to do something. Now, the Ministers invited 
proof, Unquelified statemmts were meade as to what 
was taking plece in Canada, but there didn't seem to 
be the disposition to bring forth the proof, 

Now, I have suggested in my brief, anc I think 
quite feirly suggested,thet there is something eurious 
thet the Sherbrooke mill was the one that wes selected 
for elosing,beceuse that mill had been producing at 
oe hesvier rate then the Magog plent hed been eonsuming. 
It wes necessery to eurtesil produetion in the She-~- 
bro oke brench qui te Terespec tt ve of Japenese canpetit 
altogether, end the teble on pege 24 of my brief shows 
that the yerdage on ‘hen 4 was almost twice the smount 
on hand on Januery Sth, 1936, as compered with Jenuery 


5th, 1955. Well, there was a general state of over 
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production in the industry as s whole at that time, 
and my suggestion is that if the employees were 
laid off it would be en inexpensive way of curteaili 


production, and yet, at the seme time giving what 


5 would probebly be a salutary lesson to the Governments 
tow, on psge 25 I refer to the letters that 

were sent and the conversations that took plee,in 

shronclogiecal order, and it shows thet up until Janu 
15th there hed been no suggestion of closing the 

® 10 Sherbrooke mill for any other purpose -- or closing 

the Sherbrooke mill -~ but there was a suggestion 
to gut down production on account of the fact that t 
mechinery at the Megog plentwase not sufficient to take 
all the supply of grey goods iv ba wed at the Sher- 

brooke plent, At peges 26, 27 end 28 I have made 
reference to several specific matters that I suggest 
mey be considered in detemining what wes the motive 
in elostue the Sherbrooke plent, 
Y Now, just let us anslyze the position from thi 
F point of view, thet is, whet Mr. Gordon had before 
him, what real threat to the Canadian iierket, and 

these people are used to having some competition. 
Surely they ere not Chine dolls thet are going w be 
completely destroyed by the impest of some feeble 
eompetition of sane sort, Now, all that Mr, Gordon 
Has been able to show that he hed before him when he 

geve the order on January 15th te close that plant, 
the dey after they hed been to Ottews, wes that ther 

» 30 had been some quotations gone out fron A, B, Fisher 


& Company on 27 inch teffeta. Now, he was asked to 
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produce all the evidence, all that he had, 
knew about it, on what he could determine it 
necessary to throw people out of work, of charix 
thet he could not sell goods, that would justify 
telling the Commissioner of rariffs. thet we cannot 
manufacture goods that can be solid, in so many WOrdS« 
The words that he used to Mr. MacKianon were; 

"tT can only conclude that it would be 
" of sheer folly to continue producing more rayon 
goods in the Rayon Division of our sher brooke 
Brenchse'” 
Now, to say publicly: 
"tHe hope to re-open when we can see 
- possibility of manufacturing goods that 
ean be sold!"--- 
Well, we have just got. to face the facts as they are 
in savin to arrive at a conclusion and the facts are. 
» 20 that Fisher had sent out 4 quotations Mr. Gordon 


was umable to give - I will refer to his evidence 


specifically in a moment - unable to bring any evidence) 
of anyone ever having pought these goods, put. what 
type of goods were tiey in the first place on which 
” the quotation was sent out? It was 27" rayon 
taffeta, 9 yards to the pound. We have 

seen the goods;they are heres: fhey are very 

| thing ‘The styhes that were on the looms at Sherbrooke 
’ 30 465" wide rayon that actually finished at. 


374", a rayon taffeta 372" wide and a rayon 
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erepe 372" wide. These three finished at 4 yards 
to the pound, and entirely different type of goods. 
One does not need te be an expert to know that a 
9-yard to the pound article is not one that is in 
5 competition with 4 yards to the pound. I am just 
dealing with waist ome who on reasonable evidence 
gets himself into a condition of mind that he can say 
"It is no use of us going on with this mill any 
longer because we cannot manufacture goods that can 
be sold on account of these goods coming into the 
country +" Those are the facts that he had at 


thet time, We are going back now to the time 


thet Mr. Gordon gave the order on the 15th of January, 
fy the day after he had visited Ottawa, but strange to 
say when we come to this investigation Mr. Gordon 
says "Oh no, it is not the Sherbrooke goods that 
reeeived competition from thens Japanese Rayon Taffetap, 
» 20 but the ones that are manufactured at Montreal Cottons 
but it is the Sherbooke plant he ordered closed, 
How, at page 29 I have quoted from the evidence 
of Mr. Gorden given on the 7th of April, 1936, 
when he hed had three months in whieh to learn 4 
25 
great deal that he did not know on the i5th of 
January, but see what he says here; my lord: 


"to, As far as you ure concerned today 


€ 


you have not yet seen a sample of the Japanese — 


i 


» 30 goods that competes wity your Sherbrooke 


manufacture? 
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"ta, We have seen many samples of Japan- 
ese goods as sold to different markets, and 
so far as I am concerned I have reason to be 
quite confident or certein, if you like, that 
Japan is fully seekhte of making the exact goods 
that were quoted on. 

BY THE COMMISSIONER: q Of making what? 
A, The exact goods that were quoted on, 
that Japan quoted on,.*" 


Now, those are quotations not in Canadian markets 


he is referring teOs« 


15 


’ 20 


25 


» 30 


"tpy MR, MeRUER: 9. If you would just answe 
my question then we will go on with any explanat on 
you wish to makes I say up to to-day you 
have not seen any Japanese goods in the Canadian 
market that is of the same texture, the same 
specifications, or is the sawme article as 

manufactured at Sherbrooke% 

A. I have not seen that myself. There 
may be such in the country; I dou't know, 

Qe I would thick with the interest 
you have in the matter if they were to be had 
you would have seen them by DOW. 

A. I don't know that they would have been 
available to me» I noticed jin your list of 
importations there are certain erepes that may 
have been te I have not seen those samples, 
There is 250 pounds, was it? I would be very 


glad to see thems"" 
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Now, this is in April, after having gone through 
three months, and still Mr. Gordon isn't ab&é to 
say that the output of the Sherbrooke plant is receiving 
competition from Japanese fabrics. “There is no evidqnee 
of it. Then, it goes on: 
nee Ra am talking about, Mr. Gordon, 
is that you have notseen them? 
“AL NG, 
4 He | Q. You know of nobody in the Dominion 
~~ ‘fextile that has, up to to-day? 
“~ Al Yes, I think that is a proper state-~- 
ment, TI don't know et the momen t—- 
Q. Kell, == 
As A. Let me answer; I don't know at the 
moment whether any of our salesmen in any of 
our sales offices have actually seen the types 
of goods as manufactured at Sherbrooke represent- 
. - ed by Japanese samples or Japanese goods, 
Q. what evidence have you got right now 
of any flooding of the Ganadian market with any 
goods, that is, rayon goods similar to the ones 
menufactured at Sherbrooke? 
: A. IT am not quite elear when you 
gay ‘flooding’, in what sense -- 
* @. I mean flooding it in the sense 
that we would say it is going %to be 
»’ 30 disasterous to the Sherbooke mill? 


A. I think we all know that up to the 
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present time that the imports of Japanese. 
goods have not been very large because there has hot 
been time for them to become so,g'" 


Well, I can only say that there has not been show 


5 to be any menace of Japenese competition before this 
Commissions I am dealing at the moment with the moti 
in closing that mill at Sherbrooke, why it was closed. 
Yas the evidence such as would justify Mr. Gordon in 
closing the mill and putting employees on relief, 
publishing a notice that it is closed indefinitely and 
publishing the notice that he gave to the Montreal 
Gazette in reply to their telegrams The fact is that 
after three months he was not able to show there was 

15 lleny competition with the goods at Sherbrooke» Now, 
it does net make any difference what competition there 
was with other goods at the moments He picked 
on Sherbrooke to closeit, and I think, my lord, that 

> Ps it shows that the reaenuable conclusion is that the 
Japanese competition did not exist at the time the 
mill was closed, that there was no reasonable evidence 
| thet there was going to be anything of the disasterous 


character that man who is acting shrewdly and fairly 


25 and in good judgment would order a course of action 
that deprived the employees of their livelihoods 
Now, we might just look for a moment at an exhibit 
that casts some more light on the matter because it 
> 39 |jis relevant to what I have to say in respect to some 
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course of action although they did not close mills, bu 
they threatened to do sow Now, during the month of 
January -<- 

MR. HEVARD: Exhibit number? 

MR. MeRUER: Exhibit 732. Just at the precise time 
that Mr. Gordoa was writing to the Comiissioner of 
Tariffs in the tone that he was, that he was ordering 
the mill closed, the Dominion Textile Company purchase 
and took fend We from Courtaulds of 81,562 pounds of 
|| yarn as against 64,050 for the month of January, 1935. 
Well, it is a rather curious thing that at the same 
| oment that you are crying disaster and wolf! wolf! 
that you @re storing up yarn for further manufacture 
in the very mille I am not dealing with Montreal 
Cottons Mill, I might deal with it right now. 

In Montreal Cottons, in the very mill that manufactured 
the articles that are said during this inquiry to be 
Isubjeet to Japanese competition -<- 

-“PHE COMMISSIONER: That is in Valleyfield? 

MR. McRUER: Yess fhe purchases of yarn for the 
month of January, 1956, were 80,792 pounds as against 
57,308 in the month of January, 1935, and in the month 
of February, 1956, Montreal Cottons bought 72,058 pound 
hs i cdthet 36,000 in the previcus year. In the 
month of March they bought 94,051 pounds as against 
32,000 pounds in the month of March of the previous 
year, $6 that the whole time we were going through thes 


Months of January, February and Mareh when this 
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Comuission was being appealed to to make an interim 
report because of the catastrophe that was going to 
take place in the Camadian industry if immediate 
action was not taken Yo A fadk these Japanese goods 
that were being poured in here they were doubling up 
almost on the purchases of yarn in the very mill that 
manufactured the fabric that was said to be in 
competition with the Japanese fabrics In the month 
of February, the Dominion Textile Company apparently 
bought no yarn for the Sherbrooke branch? why, I gontt 
knOWs 
THE COMMISSIONER: In what month, did you say? 
MR. MeRUER: tm the month of Februarye 
Dominion Textiles all the way through eased up on 
the purchases of yarn over the last year until they 
got down to July and Auguste J don't know what. 
the explenation is but it is not the same situation 
in respect to Canadian Cottons and Montreal cottons 
which manufactured a low-priced fabrie that competed 
with the Japanese fabrics Now, Canadian Cottons - 
and I am going to refer to what they said before us, 
but we aight just bear in mind these per eee 

THE COMMISSIONER: Just a minute; Canadian Cottons 
is not related to Dominion Textiles. 

WR, MeRUER: No, I am going to refer to them as 
" another company that were making representations 
to the Government at that time in a moment, but for 


the first six months of the year 1936 Montreal cottons 
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>—_——_»urchased 611,218 pounds of yarn - no, that is the 


first seven months, That takes us down to the 
month of the strike at Cornwall. I have the figures 
for September but they had a strike at Cornwall and 


it was explained by Courtaulds they were not making 


iS 4] 


their deliveries for some time up to the quantities 


that were ordered, For 1936 there was 611,218 
pounds and in 1935 for the same months 469,776 pounds. 
Canadian @e6ttons, which had the Milltown mill that 
. 10 | they had threatened to close and had said they had 
closed, for those six months Canadian Cottoas purchase 
40,212 pounds - 402,012 as against 575,531 pounds in 
the same period in the previous years, So there 
are the facts in respect to the Dominion Textile 
Company at the time they were closing the mill, 
that they were increasing their purchases of yarn 
over the previous year, They had a peculiar and very 
heavy type of fabrie that has not been in competition | 
with Japanese fabrics, as far as we have been able 
to learn, even to this Gay, and the actual facts 
showed a quotation e from A.5. Fisher and nothing more 
Yell, on the one hand if they were not receiving 
competition from Japanese fabrics, if there was not 
a situation that was reasonably apparent that the 
industry was imperilled, then what was the motive 
for closing the mill the day after they had been 
asked to bring proof to Ottawa? 


Now, in respect to the Associated Textiles I deal 
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with the representations they made to the Government 
at page 32 in respect to this matter. | 

THE COMMISSIONER: Before you go any further, they 
did not close any mill? 

MR. MeRUER: They said they had closed their mill. 

THE COMMISSIONER: They had closed in December, 

MR. MeRUER: They had closed for two éays in Decenbers 
but the way it was put in the Report badaae indicated 

) 5 they had told the Ministers --- 

THE COMMISSTONER: I asked you that question now 
because the Ordiner-in-Council asks me to enquire not 
only inte the closing of the Sherbrooke Mill but into 
any other closings that may have occurred. There 

F are not any others? 

MR. MeRUER: Nos They had stated - the report 
stated sent out by Mr, Marx himself had statedthat 
sastiesk competition had necessitated the closing of 

' i 20 |ijtheir mill and two other factories they had dependent 

which I take it were that Chemical company and 
something 9150 they operated down there in connection 
with it. If you will get me the evidence at pages 
4410 and 4408 we have the exact statement as to when 

. they did closes 

MRe KELLOCK: It commences at 4409, line 18s 

MR. MeRUER:; Now, the quotation from Mr,Marx's report 
ie page 23 of my Brief is this--- 

’ 30 || THE COMMISSIONER: 23? 


MR. MeRUER: 23 of my Briefg I am just referring 
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back for the moment: 


"'Mr, Marx, of Associated Textiles of 
Canada Limited, pointed out that as a result of th 
uncertainty of the Japanese Textile situation, 

5 it was necessary to shut down his mial completely, 
as well agtwo other mills ofwhich he was the 
greatest user of their production. This foreed 
out of employment between 1000 and 1400 people.'" 

, THE COMMISSION SR: Pardon me, where did he point 

M that out? . That is. his own report of what he had 
pointed out to the Ministers? 
UR. MeRUER: Yes, my lord; so that is apparently 
the statement, and it is what he was saying to the res 
15 || of the industry that this is what I have told the 
Ministers, and I suppose they would take it as truthful. 
Now, at page 4410 he was asked about the closing of 
his mill, 
. * MR. KELLOCK: It starts on the preceeding page, line 
18.4 
MR» MeRURR:, All right, line 15, 
"Have. you suffered from external camp tition 
at all? A. External competition? 
25 Qe Yes» Ae Up vntil the present moment 
only by the fear and possibility"-- 
Well, we will. just get the date that Mr. Marx was afraif. 
MR. KELLOCK; It looks like the 15th of May. 
y 39 [eos MR» MCRUER:..I think it was in the month of May, 


at any rates. It was quite pleasant weather when we 
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were at Louiseville. 

THE COMMISSIONER: You are talkine about the day 
he gave his evidence? 

MR. MecRUER: Yes; he is talking in the present tense 
theres 

THE COMMISSIONER: Yes, weware at Louiseville on 
the 15th of May. That is not the day he gave his 
evidence, He gave his evidence on the 14th of May, 

MRe MCRUER: Very well; at any rate, he says: 

“Ae Up until the present woment enly by the 
fear and possibility that there may te goods 


coming into the countrye As for sctual proof 


of shipments of goods which have come in I know of 
none, but it has retarded business on our part in th 
months of January and February. 

Q- I suppose you are referring to Japanese 
goods? A, Japanese and others, mostly Japanese. 
Q@- It is the fear that they will come in? 

A. That is right, 

Qe I suppose likely a great deal of the talk 
thet has gone on about Japanese competition would 
make purchasers think there were possibilities they. 
were going to be able to buy Jepanese goods at lower. \ 
prices than yours? A. Yes, and it retarded the | 
purchasing," 

Mr. Marx states in his evidence it was during the 
months of January and Febbuary it retarded purchasing. 


I shall have oceasion to refer to his deliveries 
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during those months in a moment. 
"Is it not a fact that you have found evidence 
of that, that people have held back purchasing 
orders hoping to buy Japanese goocs which they 
were not able to buy? A. Correct. 


Q. And I suppose a great deal of this talk 


Ze 


that went into the newspapers about the closing 


of a mill d@ewn in Sherbrooke and that sort of thing 


’ 10 would infiame the people to feel that they were going 


to get something in the way of Japanese goo ds¢" 


15 


(Page 13925 follows) 


20 


25 
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"Be We were already shut down at thet time * 
Qa. You sede at down 7 &. Yes, 
3. Whet for ? &. Well, we were afraid of 
5 |ithe higher srites of goods, 
2 Lou shut down +00, did you 7% A. Yes. 
By The Coximis sioner: Louiseville shut down? 
me. Yes, | | 
By M , Me Ruer: When did you shut down? 


» 10 IR, The fourteenth of December," 


iow that was before the Japenese trade agreement 
wes signed, The evidence goes on: 
"Q@. You shut dom on the fourteenth of December? 
15 &, Yes, I would like to go still further on thet, 
I don't bleme it entirely on the Japenese 
situetion. I would not went you to think thet. 
Thet is not correct, I also bleme it on the fact 
that business wes reterded beceuse of the fear 
» 20 that there might be these goods canine in, and that 
our orders Were not coming in as they should, and 
we had a very lerge stock of géote on hand? at 
tat time. Lalso think up until thet point there 
Was no over production of textiles in the ec country 
25 end. the reason I point thet thing out is that 
the production of this country on textiles is 
such that it means that every yerd of goods that 
cones in from outside sources will shut down e 
loom im this country. It does not make any 


difference what class and kind of goods it is at 
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| ell, whether it is Japenese, Italien, Freneh 
or American, The Situstion is such in this 
goantry thet all the goods that this country 


ean ¢msume cen be mamifaectured by the number 


5 
of looms in this country." 
But it is e very different story from the story -=- 
THE COMMISSIONER: How long did it remain closedf 
to adr? Wee" wd GFR WA 1s Fated at 
} 7 ior pege 4808, 
THE COMMISSIONER: In his letter he seys he clospd 
two mills. | 
MR, MeRUER: Yes, there is enother plant operate 
¢ chemicel plant. 
15 | THE COMMISSIONER: Both at Louiseville ? 
MR. McRUER: At Louiseville, my lord. The 
statement is et page 4808 by Mr. Geoffrion, that the 
mill remeined closed for only two days. 
MR) HEWARD: I do not think thet is Mr. Geoffri 's 
, 20 penark. I think thet must be e misteke. He knew 
nothing about it. 
MR. MecRUER: It must be some other counsel. 
It would be My. Lanetot very likely. 
THE COMMISSIONERR Mr, Geoffrion was not et 
25 


Louiseville. 

MR, McRUER: At page 4808 of the evidence the 
Commis sioner asked how long his mill in Louiseville 
remained closed, end counsel stated “only a very 


Q a short period, two days." It goes on: 
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"Q,'This foreed out of employmentbetween 1,000 

and 1,400 people ?' A. Is thet if Mr. Merx ? § 
ihe. point is thet the elosing of the Merx mill wes 
Hefore there hed beena treaty signed. They did not 


imnow wheat would be in the treaty, end Merx himself 


im his evidence does not attribute the félosing of 


: mill to Japenese competition, and there is no 


- @vidensce that it had Jepanese ecanpetition, But when 


10 


20 


25 li 


30 


| >» Merx compleins about his sales at that time, 


° 


we put thet to rather an acid test. On page 22 of my 
ile I state that the mill wes in operation in 
de and.it continued te imrease its production 
in the months of February, March and April fran 
P17,997 yards in Jdemiary to 466,245 in the month of 
April. So that this mill thet was being represen ted 
to the government as closing end throwing a lot of 
people out of work on eccount of Jepanese conpetition 
was et that very time increasing its production and 
continued to increase its production for three months 
efterwards. 
I agein quote from Mr, Merx' evidence at pege 

44123 

"Q. You heve not found any Japanese goods that 

are competing with you ? &. At the present 


tims im Ccnade ? 
Q@. Yes. &. No, sir." 


One should be entitled. to expect from men in the 
position of Mr, Merx, one of the high officials in the 


association, one of the meabers of the delegation, 
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ome thing more eccurate than wien he makes his state- 
nt to the government, seeking to impose on the con- 
gumers of Cenede further restrictions on their rights 
5 to buy, and seeks to secure further benefits for the 
industry. 
Coming to Cenedien Cottons, and Cansdian Cottons 
is a very importent section of the industry, I think 
Mr. Tolmie ani Mr. Dawson took an extremely active 
e io || part in meking representations to the government on 
different metters frm time to time to secure benefits 
+o the industry. On pege 35 of my brief I deal with 
representations mede by Cenedian Cottons in respect 
to this matter, Mr, Tolmic hed stated that according 


to Mr, Merx' report -~- I will give the exect words 


appeering on page 33 of my briefs 
"ir, R, G, Tolmie, the General Manager of 
Canedian Cottons Limited, expleined to the 
ministers thet the Japenese goods had forced 
the shutting down of the Milltown mill which 
wes mekine these goods, and produced cancella- 
‘tion of orders whieh had been received." 
There ere two stetements thet head been made.  Srucm 


MR. BRUNEAU: You ere now citing Mr, Marx as 


+ giving reliable evidemce. 
MR, M¢RUER: This is Mr. Marx' evidence, end Mr. 
Hallem geve evidence that it was sent out as @ 
| truthful report. Mr. Tolmie was before the c amis- 
L) #6 sion at enother time. 


THE COMMISSIONER: Wes he questioned about this ? 
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MR. MeRUER: No, I do not think so, 

MR. BRUNEAU: It was denied by Mr. Dawson, 


MR. McRUER: Mr, Dawsm was not there. I 


lla ve sane letters of Mr, Dawson's thet I em going to 
ead, but ily, Marx, in a report sent out by Mr, Hellem, 
ne secretery of the essociation, in which Mr, H-llem 
jvated thet it wes intended to be a truthful account 


f whet took plece, and he had testified es to the 


yprdon oar not --there was a question sbout thet, but 
PS to the rest, so fer es Mr. Helleam is coneerned 


15 


MR, BRUNEAU: We are not members of that 


HSss o¢lation, 


) 20 MR. McRUER: That would not meke a particle of 
| qifference as to Mr. Hallam's veracity, At any rate 
jhet is whet was said by Mr, Marx end by dir, Hellem to 
ie industry. 

Turning egein to psge 53 of my brief, on 
a yebruary 25, 1956, Mr. Dewson wrote to Mr, Dunning, 
akhibits Nos, 502 end 483, This is a letter enclosing 
a) memorendum representing the Japanese situation on 
ipth rayon and eotton fabries es becoming more in- 

3h easingly serious each dey. The flood is rising, 


30 
apcording to this memorendum, each dey. I quote from 
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Mr. Dawson's letter of Februery 19356: 

7 "The Japenese situetion on both reyon and 
eotton fabries is becoming increasingly serious 
eech dey. I shal first refer to Jepanese 

5 offerings of a somewhat lowgrade teffeta 27" 
idee Free offerings of this eloth early in 
Jenuery et ridiculously low prices threw our wh@le 
market into an actuel panic, as a result of 
which it has been prectically impossible to mak 
» 10 geles ever sime," 

Thet is a clear stetement of fect in regerd to their 

own business. Nothing very equivocal about it. TI 

propose to deal in a moment with whet were the facts 

about their business, His letter goes on: 

\ "At the first of Jemeary, a short time 
before we stopped production on these two ranges 
we head a total stock of 4,937 pieces, The above 
stock inc lades about 10 per cent of the totel in 


) process or menufacture which has to be woven out 
s 20 


end also includes e few hundred pieces of goods 
gold for forward delivery. which we had to 
include owing to the fact thet cancelletions wer 
being reccived,." : 
zg His memorandum continues: 
| "As already stated, the sale of other and 
patkue qualities of rayons has been seriously 
affected by the Japanese situation, and althoug 


we kept on our normel full production for some 


30 time, I felt upon reviewing the sales and stock 
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situstions on February 7th, that regardless of 
the effect on employment end mill earnings, we 
could not wustify ourselves in keeping up this 
production," 
MR. BRUNEAU: The reneinder of the peragraph 
alters the sense of that. 
MR. MeRUER:. Then I will get the exhibit, and 
read. it. It is exhibit 483. ‘he remainder of 
the paragraph is es follows: 
"On two better qualities of rayon 
teffete known respectively as our renges M8950 a 
and M8955, on whieh we were running the limited 
number of looms in our organization suited for t 
the most economical production of those 
qualities, I felt caapelled to request the 
mill to reduce operations to a single shift, 
or in other words, only one-third of normsl 
produetion, I find thet on these two qualities 
which were very much alike, we had booked or- 
ders during the entire spring and fall seasons 
of 1925 totelling 36,155 iielin am 35 yerds 
each, against which we had an unsold stock, 
including goods. in process, ef 15,899 pieces, 
This stock represents sbout 38 per cent of 


sales for the whole of last year," 


Page 13952 follows 
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Then, On Mareh 7th, 1936 Cenedian Cottons 


wired to Mr. Dynning, The matter was urgent enough 
for a telegrem and concluded with the woris-- 
"Situation simply means gradual strangulation 
Canadien mills", 
MR. BRUNBAU: The entire telegram is relevent, 
MR. McRUER: It is relevent, but I am dealing 
with the question of stating that the“situation simpl 
meens gradual strengulation of Cenadian mills", 
THE COMMISSIONER: Perhaps you better read the 
whole telegrem, 
MR. McRUER: Let us heve the telegram, exhibit 
504 and 129, Yes, 604, that will be it. The tele- 
gram is -- 
"Our Vancouver represen tetive wires quote Gault 
offered brocaded rayon tef feta whieh will jand 
here ten end three qiarters cents price in Japa 
equal three and half cents also twenty nine ine 
white flennelette similer weight our D one thir 
seven landed here nine end three quarters cents 
price in Japan eqiel five and half cents both 
prices include sales tax understand they are 
buying Semple shipments unquote our mill cost 
broceded teffetea about nineteen cents and scott 
flannelette ten cents at mill to wiich mist add 
freight end sales tex for comparison stop 
situation simply means gradual strenguletion"-- 
MR, BRUNEAU; Process, 
MR. McRUER: "--gredual process strengulation 


Canadien mills"« 
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THE COMMISSIONER: Now, the word "process" com 
in efter gradual? 

MR. McRUER: “Simply means gradual process 
strangulation", Well then, during the months of March 
April and May Mr. Dewson kept up correspondence with 
Mr, Dynning and Mr. Ilsle, ‘and on May 22nd he wrote 
to Mr. Dumning in reference to the Milltown mill-- 

“wt “Upon my retarmm this moming from a brief 
ban tn ak trip to New Brunswick I found awaiting 
me your kind letter of the 16th instant, 

At our St. Croix Mill at Milltown, N.B,, I 
found a rather serious condition in regard to 
our rayon produc tion, As our warps ere woven 
out I am afraid there is nothing for us to do 
but to stop the loom beseuse we cannot allow 
tha t plant to continue to increase the loss 

“that it made last year. Within a short time I 
will send you the estual figures. 

The thought of closing that mill dom gives 
me very serious concern, not only for senting tal 
reasons seeing thet New Brunswick is my native 
Province, but also Eine’ many of our workers 
there own their own homes and the closing of o 
mill would mean that Milltown wuld become a 
deserted village. The gituation there has b 
eome so serious thet I mey ask you to eccord m 
a personel interview to. discuss the matter at 
not distant dates 

We heve just received information thet Japanpse 
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"' totalled 1,961,000,000 yerds'", 


Thet didn't all came into Canada, 
"Whe t e huge business these people have devel 
oped, and there is no doubt but that the texti 
industry of the world is fecing a very serious 
condition of affairs due to this competition!" 
Now, at pege 7162 Mir, Dawson admitted thet 

the Milltown mill was never closed, He was pressed 
to produse evidence of cancellations of orders and 
he Was wneble to produce any orders that one ¢ ould 
say -~ I think there were two leter on only that 
referred to Japemese goods at all. 
MR. BRUNEAU: The evidence was filed with the 
secretary on Sep tember L6the 
15 MR, MeRUER: Please, Mr. Bruneen, I em going 
to deal with those things, I will try and be as fair 
as I cans 
MR, BRUNEAU: I eam helping you to be truthful, 
MR. MeRUER: Thank you very much, but I don't 
] 9 || need ony help, Ir I want to learn the truth I will ndt 
go to that querters 
THE COMMISSIONER: Just ea minute; I didn't hear 
the interruption, Mr. Bruneau, 
MR. BRUNEAU: I em merely assisting my leamed 
25 friend in bringing out the truths 
THE COMMISSIONER: I think if you have enythi 
you think you should sey you better rise sad say it 
to me and then it will be more regular, because I do 
not hear what you are Saying sitting back there, 
MR. Mg RUER : Since Mr, Dawson gave evidence —= 


end I just bd it on my tongue to mention it when Mr, 
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Brunesu"s impatience burst forth <= since he gave 


evidence e number of onlers that were said to be 


cancellations of orders were filed with the Secre tary 
of the Comission, but no evidence that they hed 
5 anything to do with Jepmese competition, but then 
egein they must face this fact, and thet is their 
purchases of yern at the time these statements we re 
being meade. In the first five months of 1936 Canedia 
Cottons purchsesed £259,676 pounds of yarn as sgeinat 
f 10 £04,802 pounds in the first five months of the year 
1955, and in the month of Merch just at the time 
that these representations were being made of the 
impending catastrophe to the business the pureh ases 
reached the second highest point th at they hed reeched 
i: in the previous two years, 
How, exhibit 732; in the month of Jenuary, 
1926 Canadian Cottons purchased 48,196 pounds of rayon 
yern fran Courteulds, Theat is 1936, 
) ? TaE COMMISSIONER: Jenuery? 
= MR. M¢RUER: Jenuery, 1936, I will give it in 
round figures, 48,000 pounds and in demary, 1935 it 
Was £24,000 pounds, 
THE COMMISSIONER: How much? 


MR. MeRUER: 24,000 pounds, and the Milltown 


25 
Mill is the only mill thet makes rayon for Cenedian | 
Cottons, In the month of February the purckases 
were 41,263 es ageinst 43,609 the previous February. 
‘When i spoke of the high point I seid Merch, but I 
30 meant to say Mey that they had reached the high pointe 


No, itis April, In the month of March they purchase 
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$7,000 pounds es eg eins t 42,900 pounds in the month 
of March the prwviees years In the month of April 
wey purchased 6 5,000 pounds as against 43, 000 pounds 
in the month of SNe his previous year, and as to 
the to tel altogether down to August they purchesed 
402, 000 as ageinst 373,000 for the sam period the 
prions es yas 

Well, they go up end down sone months but 


taking their ‘volum of purchases trem. Courtaulds 


when mer were Ley ing in rew eekartad aid it indica te 
th at they were justified in using the lmguege that 
they used to the officials of the Government at that 
times ae may be excuses for it There may be 
expl mations, but if they nuh gee to the Goverment 
end said twe ore buying more yern these months then 
we 41d before but we are apprehensive we may not sell 
the goods end we ere going to close our fectory™ the 
menbers of the Government would say “why ere you bpuyife 
yern if you meen thet". 1 don't know what the expla 
ation of it is, but those ere the fects nevertheless. 

Well, the industry has not been strangled. 
We have game on, and we are now in February of the 
next year, and fortunately Ceadian Cottons heve bee 
able to inerease their weges just a few days after t 
inquiry closed, and in publishing the notice in the 
papers they said: 

"f The advance in wages now announced is medle 

possible at this time by the conside rably 1 


yolume of orders booked during recent weeks, 
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"Tpermitting in turn fuller operations at most 
of our mills'", 
THE COMMISSIONER: You sey that esnnounsement 
was made? 
5 MR. MeRUBR: The announcement wes male in the 


Montreal Gesette on the 4th of December, 1936, page 56 
of my brief. 

MR. BRUNEAU: Theat is an-edvance all Overs 

MR. MoRUER: Yes; we are happy that their fears 
e 10 that were expressed in the correspondence with the 
Government have not been reelizeds 

THE COMMISSIONER: We will adjourn now until 
half past tene 
w« The Cammission edjourned at 5625 polls, Tuesday, 


5 February 2nd, 1957 to resume at 10,50 aeme, Wednes~ 
day February Sra, 19376 
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-- The Commission resumed at 10,50 Arles 
WR. KELLOCK: My lord, before my friend resumes thi 
morning there is a metter { should like te mention for 
moment, aie: that is your loriship may recall when Mr. 
Howson, the auditor who prepared the statements on the 
various companies, was before your lordship giving 
evidence I was at a gocd deal of pains to show, and 
lip, Howson clearly admitted that the amounts which 
appear throughout these exhibits, and which he had called 
"net profits" were not, in fact, net profits, but were 
15 amounts before the companies had even paid expenses 
such as interest on monies borrowed from the bank and 
monies borrowed from bondholders. 
Now, throughout the brie? which my friend is now 
reading from to your lordship, and which is receiving, 
, 20 escorting to the press yesterday the widest pubiicity, 
even before my friend has reached very far into it, 
throughout that brief, some approximately 140 or more 
pages, my friend has said that these companies have 


earned net profits, or net revenue, or net earnings, @ 


25 || we nas used the amounts which Mrs: Howson said were not 
in fact, net profitss Now, in view, my lord, of the 
wide publicity that this prief is getting, and the fac 
that truth does not always ental up with error, from 

A acquaintance with my friend I know my friend wants to pe 


fair, and I ask my friend now if he will correct the 
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impression which must be received by anybody who 


' that these profits and percentages which are called ne 


profits are not, in fact, net profits. They ere amoun 


} ne eireumstances Can be regarded as net profitse 


| in anything I say either here or in my brief, My. How 


in respect to the investments and analyses, and I don! 


| think that I have used a single term that is inaccure 


| if he ean show me wherein there is anything in it that 


! it. I havent; the vaguest idea of whet he is referrin 
| to, but I will certainly sit down with him and with Mr 
| Howson and we will go over it. I certainly clash 

| With my friend on one very fundamental principle that 
|} is expressed in his brief, and that is you do not 


| determine profits until after you have paid income tax 


reads that section of his brief without that explenatibn 


before the company has paid all its expenses, and unde 


MR. MGRUER: Well, I quite agree with my friend the 


I have the greatest anxiety to be absolutely accurate 


was with me every moment when I was preparing my brief 


I will be very glad to go over it with my friend and 


is inaccurate in the expression and use of the term 


"net profits" I shall certainly be very glad to corree 


MR. KELLOCK; I didn't; mention income tax. I said 
bank interest and bond interest. 

MR. MeRUBR; But I have dealt with net earnings 
throughout, and I will go over it with my friend, and 
if there is anything in my brief that he thinks is not 
correct I will have it corrected. 


THE COMMISSIONER; Well, in the first place are you 


ost woodyns veel bev isoer ed dasa sobete + reece | 
taxolqxe todd twodt tw ‘toixd aid to nottoes gadt ebeot 


x Lefise ets dotdw sonal neoted ‘bas at Meg tad tat 


yous Sis , conte "yet ord jen ,fost nt don ons 9 Mork 


bas bas _woadogee efi {is bisa asi Ynequeo old cronod | 


a 
A 
4 


,2t Loxg ton ge peitager od us0 noomnta tet te ot il 


we tt 


at “buota’ wa ati serge et kup i ow iidutiow . Ait “ft 


ot sts 08 Uot wioeds “dot vtetxas asd sets ‘oid evsd 1 | 
foe a dh Sti vat ut 1° - erred codeie eae i- gn idt yas a 
roited us aatneqen aew t wiebe tromon “ereve ont diiw saw i 
t 205 l bra penyiene ! bas atasut coved ‘entt oF dooqest ah 
}sri0 oan at tedt mret otgaie 8 boas aved r ted sink 
ite baa iz3 vat ddiv $i teve og ot bein yr od tine a 
t asl fi at girksie yste et etedt gtevode x1 ‘wode meé eff " 


aos ed? 1O enw bas molseo7qxe exid ai @tevaesant at 


AA REE 
ba : : 


veTrTo9 od pele vaoy¥ od j yinkodtse Lisite I ‘tad Etorg tea" 

makers stot ws oni tad | 0 eabt teomgee odd ‘peeved = oh = y 

i d¢iw $a mie ftw aueb the eimbodsoo ‘Site I tad oe ) 
deate ated x09 Z ‘ at seve 08 thie ow bai soarol ll og 


| 
ta ‘eigtontzq dot nentabast rev eno mo bxelt? wt tet | | 
” Son ob woy et ‘gad? bas , te ind etd at beezerqxe er 4 | 


xed omens. b kag eva soy andte Lives ad ttor¢ nitroso i 


Stee t «xst onions no bd cont ib £8 pa “puposiant . H 
| ” “(teersdut ‘sarod Bae ein ited | | 
weaiaeae. fon atte ‘tisop ‘evad K 4 $ él rag! Ait | 
bas bao bs vn tin a neve 09 tite t pas “4s a 50 quot |] 
|< tom at eta on ttt ‘Setnd ya ae conapheed tt |) 
Po dete Se Es alae 
yoy ox ose ont ck ito sntiiovée z 
mee <tr  e ata rs Ma 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


TORONTO - CANADA 


p) 


agreed on what comes within the definition of net 
profits, leaving aside this income tax item? Are you 
otherwise agreed that from net profits should he deductad 
certain things? Afre you both egreed on that? 
5 MR, M¢RUER; I want to make sure thet I am. I want 
to discuss that with My, Howson, 
THE COMMISSIONER: Ip you are talking at cross 
purposes there is not much I can do for yous 
MR. KELLOCK; Syrely there can be no controversy 
J 10 that there can be no net profit until bank interest 
and interest on bonds, at least, have been deducted, 
Tas COMMISSIONER: I want to know now if you have some 
understand in your use of the term "net profits", 

- MR1 MCRUER: I+ depends, I think, very largely on ho 
that is used, 1 want to és ies it with My. Howson. I 
want to be absolutely accurate. 

THE COMMISSICNER: In any event, you are saying this 
My. Xeliock, and it is heard by the same people who 
» will hear what Mr. MeRyer says. You say that Mp. MeRyé 
in using these figures as net profits is not making due 
allowance in your regard for certain items which should 
come out of these figures? 
MR. KELLOCK: Yes, my lorde 
25 THE COMMISSIONER; Tpose are interest on bonds -~ 
MR, KELLOCK; Interest on bonds and bank interest, and 
I will leave the question of income tax for the moment 
because I am prepared to argue that later. 
THR COMMISSIONER: We will leave it at that, and you 
|two get together and, if necessary, we can diseuss it 
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MR, MeRUER: I want to know where the term is used 
that my ?riend complsins about. I will sit down with 

you and go over it, and if there is anything that 
requires to be corrected and cleared up I will a it, 
WR, KELLOCK: I want to eall your lordship', attentijon 
to ten lines of the evidence where this matter was 
daalt with and we were at a great deal of pains to 
see that this would be accurate when it was dealt wi : 
_ No®, 12547, line 22, we were discussing this very 
thing when Mee Howson was in the boxe 
THE COMMISSIONER: What page of the evidence? 
MR, KELLOCK: 12547, my lord; we were discussing 


this very thing at line 22. This is a qestion, my 


15 Lords 
"Qe Ag I understand you if we keep on reading down 
we see it really isn’; a net figure at all because 
there are these charges to come out"? 

That is bank interest and bond interest, and your lordsllip 
> 2 ||said: | 
3 "I¢ is = far fron it. 

THE WITNESS; It is net reventie from tradings 
BY MR. KELLOCK; Q, It is not a revenue figure at 
all? A, It is the net revenue from the 

25 trading profits. 


ae What I am afraid of is if your description is 
read into the record as ‘combined net revenue!’ 
and we haven't got the ame of the statement -~- 
A, The statement has already been filed so there 
is no danger of thate _ 

MR, MeRUER;: Are you afraid we won't read the rest 
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That is, read down the page and see these things 
have not been taken oute 

{TSE COMMIS©IONER: Are you afraid we would reed 
the rest of it? 


5 MR. KELLOCK; "We won'y read the rest of it* 


That is exeetly what my friend has done in the brief, 
He has taken these fisures that Mr. Howson calls net 
revenue up in the centre of the page which he says is 
without deducting bank interest and interest on loans 
J 10 and bonds, My friend has not wead down the page and 
has got these entirely erroneous figures in his brief 
THE COMMISSIONER: S, far as I am concerned we ha 
not reached that part of his brisf. 
MR, KELLOCK; What I am worried about -- 
THE COMMISSIONER; You are anticipating an objechi or 
that you would properly take when that part of his brief 
is reached, 
WRi KELLOCK; I would not heave mentioned it this 
>» morning exeept there is 24 pages in papers which hav 
ea notion wide circulation, where this whole brief is 
digested, Tis thing is going out and my clients a 
represented as having made these net profits and it 
isn'+ true. | 
THE COMMISSIONER: Well, you have made your statd= 
mente | 
MR. KELLOCK; I will be glad to sit dom with my 
friend and show hime 
MR, MeRUER: I still am very much surprised if 
, 30 there is anything in the brief that is not absolute 


aceurate, and accuretely stated« 
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THE COMMISSIONER: How did the brief get all this 
publicity? 

‘MR. MeRUER: I+ was handed out to the press when it 
was filed, 

THE COMMISSIONER: Were they all handed out? 

MR. MecRUER: Yes -- I don't know, I suppose my fried 
handed his to the press as wells 

MR. KELLOCK; My friend, Mp. Murray, asked me for 
mine during the course of the day, and I gave it to 
hims 

MR. MCRUER: My. Myrray asked som time before if 
he could lk ve it for a day or two so he could get hi 
work d0me and not have to do it all yesterday and I 
let him have its 

MR, HEWARD: May it please the court, may I 
interrupt for a moment in regard to the same press 
report which appeared in a newspaper of wide cirecul- 
ation yesterday. 

THE COMMISSIONER; Wpet is the mystery about the nane 
of this paper? 

MR. HEWARD: It is the Toronto Daily Star. 

MR, MgRUER: A perfectly reliable paper; it is not 
Hyshe : 

MR, Heward: I¢ probably appeared in other papers 
if itis part of a syndicated press report, but the 
one we have seen is the Tpronto Deily Star, and 
there is a large headings It may have appeared 
in other papers, but in any event here it appears 


in a paper of very wide cirevletion, and there is 
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} or summary of my learned friend', very able factum 


or brief, and the first heading is "Charges Textile 

fyrms Falsified I,come Returns", and in a later editi 

it states that -- 
"among the highlights of the indictment of the te 
tile industry of Canada in a 125,000 word brief 
submitted to the royal commission by J, c, MeRyer, 
senior commission counsel, are’-- and then skippi 

a paragraph -= 

~ "SeVeral companies, notably Canadian Cottons Ltd. 
and Dominion Textile Co. Iyd., have escaped payment 
of full taxes, and falsified income tax returns. 
Tne department of national revenue has a claim 
against Canadian Cottons of $409,586, exclusive 
of possible penalties. My, MeRyer insists the 1 
has been transgressed and recommends action," 

I submit, my lord, that is nota proper analysis 
or reference to my learned friend's brief, that he 
didn’; say that in regard to the Dominion Textile 
Cotipeny -= 

MR. MeRUER: I agree with my. friend. 

MR, HEWARD; I -am glad of thats 

WR. .MeRUER: My friend is entirely right. There is 
nothing in the brief to that effect in regard to the 
Dominion Textile Company or any other company except 
Canadian Cottonss 

MR, BLAIR GORDON: Fortunately the Star will have to 
answer and not yous . 

MR, HEWARD; I am very glad to have my learned frie 


statement on that point, because naturally these pre 
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reports go far in advance of any statement which we ca 


make in the ordinary course of our argument and they 
should be corrected at once where they are incorrect, 
and I think my les rned friend has been improperly 
reported and that there has been no evidence, nor does 
my learned friend charge that Dominion Textile Company 
Limited in any way falsified its reports. There was n 
evidence whatsoever as to what returns Dominion Textile 
Company Limited made to the Iycome Tax Department or ta 
10 any Other taxing authorities. 

WR. MeRUER: In regard to what my friend Myr. Heward 
says,he is absolutely correct as to what is contained 
in the brief, The brief speaks for itself and, of course, 
these things do happen in newspaper offices, but I 
eanno t help that. 

THE COMMISSIONER: If all these briefs were made 
available to the press at the same time, or as soon as 
each one was available, and the press are taking the 
coursegof making comments on them of course they are 
i) doing so at their own risk. That is all I ean say here 
because the thing is Dominion wide, but I am glad to 
hear what you say in concurring with Mr. Heward's, ob~ 


jection. The matter may come up again when that 


25 portion of your brief is reached. i think you were quife 
proper, My. Heward, to bring my attention to this this 
morning in view of the publicetion of this matter, 

Mi. HEWARD: There is one thing; I think I made a nipe 
take in my previous remarks. I said I understood this 
30 |i was syndicated. Il understand this report does not ec 


from any syndicated source. My. Murray of the Cenadi 
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Press also asked us for a copy of our brief which we 


gave to him, but I understand that this report which 


appears in the paper has nothing to do with the Canadi 


Press and did not eminate from that source, The Canad 


; P,ess asked for a copy of our brief and received it, byt 
I understand this report is not based on any Cenadian 
Pyess despatch. 
MR-e MecRUER: No, The T,ronto Star had a copy of the 
) iA brief. I treated the press generally in the same way 


I treated My, Myrray, and that is that those that have 
asked for a copy of the brief have got one. I think 
that is desirable because then they can quote accurate 
and correctly instead ef something that is taken down 
15 in haste, and I think for the sake of accuracy that is 
the best way. 
THE COMMISSIONER; Yes, the course you followed was 
guite propere 
MR. KELLOCK: My lord, I mentioned My. Murray's 
] 20 || mame but it was only in answer to your lordship's 
question as to whether or not my brief had been handed 
‘ out to the press. Late in the day Mr. Murrey asked m 
for a copy -- 1 think at the close of the day -- and I 


gave it to him, but I do not hold My. Myrray responsib 


ap in any way for the publication. In fact, I don't know 
who was responsible for the publication, but I certai 
was not directing anything in Mp, Murray's direction 
as far as that is concerned, 
> ma MR, McRUER: My friend is entirely right. Ag far ads 


the Toronto Star is concerned they had a copy of the 
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brief and My. Murray is in no way responsible for what 
| was said, There is ‘ns qinskion shined tint. Ag to the 
| other matter My. Howson and I will confer with My. 
Kellock, and it veawe has been any error or mistake 
in respect to any expression I am only too glad to 
have it corrected, If my friend had drawn it +0 wey 
attention earlier it certainly would have been correctdd; 
if there is auvihink wees: if there is anything said 
that ought not to have been said I would have had it 
corrected before the brief was fileds 

MR, KELLOCK: I “i and have it béfore the brief was 
filed. 

MR, MCRUER : I mean before we commenced cur hearing 
15 yesterday, My friend had access to me at any time to 
draw anything like that to my attention, I am sure 
neither My. Howson nor myself have any kev whatever 
that there should be one figure that is incorrect, and 
I told my friend some long time ago that I was anxious 
that he. should have the greatest access to any represeyt~ 
ations I should make to the Commission for the very 
reason that I wanted any corrections to be made that 
ought to be made because my friend will realize, ani 


{ think all my friends will realize that in the prepzr 


ot ation of a brief Suc h as we have had the responsibilit 
of preparing here I have had to cover, with Mr. Beau=- 
regard, the whole fields They have their respective 
clients to Look atti and itis guite easy in looking 

se after one companys or De companies, or three companies, 


to be very moticulous, and I tried to be meticulous 
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with them all, but if an error occurs here or there 
anything that. is said I can assure them it is throug] 
no desire of anyone associated with the Commission thpt 
such an error should take place. 

MR. KELLOCK: It is not confined to one company. I hav 
got 400 companies to look after. I¢ is not confined] to 
one. 

MR, McRUER: We didn't deal with them all. You may 
be relieved of that, 

THE COMMISSIONER: I think now that we understand the 
situation. You had better proceed with your brief, 
You were dealing with the mtters you refer to on pa 
36% 

MR. MeRUER: Yes, my lor, 

ARGUMENT BY MR. McRUER, K,C. (Continued) : 

In respect to the notice that appesred in the Montfea! 
Gazette in regard to the increase in wages that was giver 
to the employees of the Canadian Cottons about December 
of last year I might say that although I do not belie 
it is quoted in my brief, a notice in almost identica 
terms was published by the Dominion Textile Company, 
in response to a letter from the Secretary of the 
Cotmission the Dominion Textile Company wrote to the 
Secretary on the 12th of December, 1936 -< 

THE COMMISSIONER: My. MeRuer, before you go ety 
the Dominion Textile C,mpany matter at all what is th 
effect of this 6% increase in the wages? 

MR. MeRUER; Ty restore the wages -= 


THE COMMISSIONER; How does it put the wages now in 
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comparison to what they were before the first cut? 
UR, MeRUER: The idea is to restore it to the leve 


they were on before the first cut, I think. 


f Probably Mp. Kellock and My. Bruneau could answer 


nn 


25 


30 


that in respect to the Cenadian Cottons, although 
My. Hgward points out to me that when I say the 


restoration was to the level that prevailed prior to 


the first cut that applies to the Dominion Textiles. 


I know it applies to Dominion Textiles. ‘Wpether 


(this 6% restores them in the Canadian Cottons I am n 


SuTrCG a 
WR. BRUNGAD My instructions are it dees restore 
it and goes even a little further, very slightly. 


THE COMMIS-IONER: Yes, I thought that 56% would b 


a restoration. 


MR. BRUNEAU; 5%; there are some people who are 


| slightly higher. 


MR. MeRUER; I will read, your lordship, the lette 


dated the 9th of December from Canadian Cottons to 


My. Wpiteley which answers your lordship’, qestion, 


I thinks 

ee * requested in yours of the 5th instant, we 

are alanis —— herewith copy of the notic 

whieh was posted in our several mills as well as 

that of Cornwall & York Cotton Mills Company, 

Lymited, announcing a epee advanee in Wages. 
We mey say that in wheat practice we have 

gone further than the notice indicates, and are 


putting the increase into effect in the case of 
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"those workers who, on account of being paid on a 
Minimum Wage basis at the time of the 10% reduction 
in April, 1935, were not then reduced. These 
workers previously participated in the 5% advance 
made in April, 1954, so that they will now be on 
a scale of practically 11% above the Mynimum Wage 
rates. 

Wyth this information before you we do not know 
of anything further that we can say in response 
to your request for "Full details of the increases 
in wage scales", I+ is in reality a straight 
increase of practically 6% right across the board 
as compared with the rates now in the hands of the 


Commissions" 


Hat doesn'+ really answer it yet. There had been a 
10% reduction. 

THE COMMISSIONER; Well, what I gathered from what 
have read is that insofar as those are concerned 
had to submit to the 10% reduction they are 
edtting an 11% restoration; is that right? 

MR, BRUNEAUs: Yese Tpose who ait not affected are 
even getting ity 

THE COMMISSIONER: They are getting 6%. 

MR. BRUMEAU: They already got 5% in 1934. 

THE COMMISSIONER: That elass too? 

MR. BRUNEAU: Y,s, there is the class that was not 
ced in 1933. They got the beftefit of the first 
5% |k 


30 


nd of the second 6%, 
THE COMMISSIONER; And then get 6% nows 


MR. BRUNEAUs You will remember-the case of the young 
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man at Cjrnwall who had got an increase, and because 

he figure out he should have got $11.55 and he was 

only getting $1.50 he was quite upset by it. I+ wa 
substantially 5% they got added ons 

MR,» McRUER; Now, the statement of the Dominion 

Textile Cympany reads as follows 

"Erfective from December 7th, 1936 onward we plan 

to increase wages in the canpany's mills"-- 

THE COMMISSIONER: Pardon me a moment; you are on 
the Dominion Textile now? 

MR. MCRUER: Yes, my lord, 

THE COMMISSDONER: B,fore that, this percentage of 
increase is on the level of the reduced rate? 

MR, BRUNEAU; Yes. 

THE COMMISSIONER; I+ is 11% better than the lowest 
rate they had? 

MR. BRUNEAU; That is my instructions. 

THE COMMISSIONER; 11% better than that. 

MR. BLAIR GORDON; That, my lord, is the reason why 
the two added together come to more than the 10% eut, 
because we were building up from a smaller figure and 
we had to put five and six to get where we were, 

MR, MeRUER: 11% on is equal to 10% off. 

MR, HEWARD: Your r ference to Dominion Textile 
Company is on page 31 of your brief, 

MR. MeRUER: I have referred to the increases -- 
whet the Dominion Textile Company said, at page 31, 
in respect to the increases, and the increases they m e 
were, I think, designed to restore the wages to the | 


level that they were at before the cut had taken plac 
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in 1933, 

THE COMMISSIONER: I don't see your reference on 
page Sl. 

MR. MeRUER: It is at the bottom of the page. 

TiS COMMISSIONER: @gs; the reference to *company" 
there means the Dominion Textiles? 

WR, MeRUDR: Yes, my loré. | So that the position 
that we arrive at at the end of 1936 fortunately is 
that the wages have been increased, and increased on 
account of the greater volume of business done by the 
companies, and also we have the matter that my friend 
Mr. Beauregard deals with, and that was what occurred 
at Montmorency last fall where the workers were asked 

Be to come back, going off at seven and asked to come 
back at twelve, I think it is, on account of the rush 
in getting the orders out. So that apart altogethe 
from the situation created there among the workers 
it is an indication that at least the business has 
not been strangled. 

Now, in respect to Japanese competition generally 
I do not propose to go into that matter except to 
deal with it as it is, and when we deal with it as 
it is I submit that the evidence before this Commissi 
25 indicates that to the present time, at any vite the 
trade has been unable to show that there is competiti 
from Jgpan that seriously menaces the output of the 
mills. A&A very cheap type of rayon is being imported 
and sold which is not conparable in quality to any 
of the rayon that is manufactured here. Montreal 


Cottons hed a variety called Ming Toy, which they had 
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| Montreal Cottons invoiced out brocaded taffeta to this 


| that competition in brocaded taffeta from Japan is 
| going to ruin their business, or have any very harmful 


| effect on their business, that they would not have bee 
| We called My. Switzer from the T. E,ton Company, Mr. 


| Torente; Mps Syrphlis from the T, Eaton Company, Montre 


lip. Farquhar from Henry Morgan, Mpe Mattinson from 


esased to manufacture according to their own statemen 
last O,tober, I think it was, and after all is saia 
and done it is only one line. 

fpen there is the evidence of the buyers that were 
Called from the large stores. They gave evidence, a 
although you might go through, as my friend has done , 
and meticulously gather this theory and that theory 
from bits of evidence, the fact remains that these 
buyers were not buying Japanese goods in place of good 
they had been buying from these mills, They were 
handling these cheap rayons in a small decree, Now, 
imports of rayon from Japan are of two types; one is - 
plain taffeta @nd the other is brocaded taffeta. We 
have ali these buyers from the big stores saying that 
brocaded tefféta is not made in Canada, and that "we 
do not buy it from any Canaddian firms; we are not abl 
to buy it from any Canadian firms", My. Gordon broug 


in quite a substantial number of invoices showing that 
company and that company, smaller places throughout 


Canada, but surely it cannot be contended that if they 


are making broeaded taffeta in such a substantial way 


making it and selling it to the. buyers that were calle 


Fyetcher fron the Robert Sympson Cympany, both from 
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Greenshields and M,, Doner from Robert Simpson Company 
Montreal, and I stand corrected if I am wrong on this, 
but my recollection is everyone of these men said they 
did not know of brocaded taffeta being made in Canada. 
Sg to whatever degree they make it at Montreal Cottons 
ay ee at losing any business on sales of brocaded 
taffeta to these very large and representative buyers 
in the D,.minbon. 

Now, test it another way, and first we have the 
purchases of yarn, the increase in volume of purchases 
of yarn from January to Aygust. Then, we can test it 
deliveries. Exhibit number 129 shows that the Domini 
Textile Company, Mon treal Cottons C,mpany and the 
15 Canadian Cottons Limited altogether delivered 520,533 
Bracers of artificial silk fabrics in the month of Jama 
1955 as against 715,418 yards in January, 1936. Now, 
these were deliveries that were actually being made by 
these companies at the time they are representing that 
omers were of such doubtful validity on their books 
that the Dominion Textile Company had to close a mill 
the Canadian Cottons were throatenineg to close a mill. 
In the month of February, 1955 they delivered 710,988 
yards as against 983,898 yards in the same month of 
25 1936 so that they are up 275,000 yards in that month, 
the Mase eeupaet eu: and that is goods that is actuall 
going out, shipping out. Those are deliveries. 

"hon, 4eee aller Celanese, for instance. There i 
single Lest . 
the largest/manufacturer of artificial silk fabrics in 


the Dominion of Canada. Tpey manufacture acetate fabrics; 
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they are not rayon viscosé-- 


THE COMMISSIONER; They are not what? 


MR. MeRUGR: They are not viscose fabrics, rayons 
There is a dispute about how it ought to be used so 
5 we better stick to acetate and viscose, The fabrics 
imported from Japan are viscose, but if they were com 
into the artificial silk field one would think it wou 
materially affect the business of C,nadian Celanese 
Lami ted. 

10 THE COMMISSIONER; Dg I understand this that all th 
articles, that is, silk importations from Japan were 
viscose? 

MR, McRUER; Yes, I think that is correct, is it n 
MR. HOOPER; There is only one piece of Bemberg I 
a know Of s 
MR, MeRUER;: There is one piece of Bemberg that Mr. 
Hooper knows of. 
‘THE COMMISSIONER: What is that? 

a! MR. McRUER: I4 is another type still. I don'¢ kno 
that we need to worry about it. We haven't heard mu 
about it. 

Well, Canadian Celanese Company have not complein 
before this Commission of any Japanese ogmpeki tion, a 
25 at page 57 I give theds: deliverioa, In January, 1935 

they delivered 1,591,000 yards as against 1,657,000 

yards in the month of Jqnuary, 1936, or up well over 

260,000 yards. Iy the month of February, 1935, they 

delivered 1,212,000 as against 1,557,000, in Febru 

30 1936, or up 125,000 yards in the month of February, p56. 


I take these two months particularly because they we 
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the months when the demonstration was taking place, and 
it was on the 20th of February, 1936, I think ~- no, 4t 
may have been a little later when we sat in Sperbrook 
and an application was made to -- 
5 MR, BLATR GORDON: Syarted in S,erbrooke on Mereh 17th. 
MR. MeRULER: March 17th. They hed the experience 
of those two months behind them when an application wds 
made to the Commission that we should have a special 
hearing on the acute situation that hed arisen in 
} 10 regard to Japanese competition, and an immediate 
interim report in order that some action might be takdn 
to save the industry from annihilation, 
THE COMMISSIONER: You say the Canadien Celanese 
Company has never complained of Japanese competition? 
MR. McRUER: No, we have not had a breath of a 
complaint. 
THE COMMISSIONER: They have appeared before the 
Commission? 
) MR. McRUER; Yes, we had them in Montreal. We had 
all their officers there. 

THE COMMISSI ONER: I mean by counsel? 

MR, McRUER;: Myr. Forsyth appeared on their behalf, 
and we went into all their business and how they are 
getting along, and I will have more to say about that 
They are not going to be blown over with a breath of 
wind yet. Then, to take the same exhibit, page 38 - 

"The exhibit shows that the makers of artificial 

silk fabrics listed thereon and who form a large 
) 30 part of the manufacturers of artificial silk fabrids 


in the Dominion" -- I think one can say it shows 
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fairly the trade in the Dominion -- 
"delivered 800,262 more yards in the first two months 
of the year 1956 than they did in the first two months 
of the year 1935". 

5 So that was the sim tten the na We have their con-= 

tinued purchases of yarn up till Ay,gust, and on the 

whole it is an increase. You cannot take any one 

month and say that it is up here and down theree You 


have got to go over a few months because sometimes th 


~ demand in one season will no doubt vary from one mont 
to another. 
(Page 13965 follows) 
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Then teke Mr. Johnson, Mr. Johnson, I think, 
to those of us who saw him, scemed.a very shrewd and 
eble business mean. He wes menegine director of 
Courteulds, inglend, end a director of Courtaulds 
in Ceneda, and needless to say a men who hed been the 
manegine director and a direetor of such a very 
lerge firm as the parent company of Courtaulds we 
could teke as being a pretty responsible sort of 
executive. He wes asxed ebout Japanese cometition, 
and I esked him this question: 
"' Q,. Are you finding any competition from 
Jepen in the Genadien market ? bh. Not 
in the Canedien merket et all that I know of. 
15 Mr, Jones: There is practically no 
Javanese importations at all," 
Now Mr, Jones wes the Secretary Treasurer of Cour 
teulds, Then tie witmegs went on to say: 
"The Witness: Why I sey tat, if i have 
20 : asked for anything to demonstrate it, they 
are Never able to show me anything." 
MR. HEWARD; Was he talking there of yarn? 
MR. McRUER: Please, if eounsel will . 
only be patient. 
25 | MR. DIXON: I.wes just going to point at 
to your lordship thet we are talking here of yearn. 
MR. McRUER: I was just going to say thet. 
Upon my word I do not know why counsel cannot wait 
until I finish my itiintes. i gan get slongs much 


better if they will. 
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Tae Courtauld Compary ere menufacturers of yern, 

but they wmld be the people who would feel the 
impact of Jepanese competition in their reduced yern 
Seles if the Japenese fabric was being intro diced 
here, ani they would heve been the first, I shoulda 
think, being the sole umurecturers of viscose yarns 
to come here and say: We ere the people who feel 
the shock first. Because this Sompeny and thet com- 
pely May be manufacturing different kinds of fabric, 
end the Japencse fabric May not effect their ovarti- 
culer fabrics, We may €o to Bing, who had no con- 
plaint sbout Japenese canpetition; it may be that his 
fabric wes not e frected, But if there wes Japenese 
i competition in Ganeda we Would have thought thet 
Courtaulds, who manufecture ell the yerns forall the 
Makers of rayon in Ceneda, would heve been the first +t 
complein. 

Besides that, there eppesrs to heve been no yearn 
come in whatever, no importation of rayon yarn from 
depen, ly, Hooper just tellg me the importations wer 
6 few hundred pounds, Mr. Jones in his evideme 
said, “There is practically no Japenese importetions 

at ell." So that when we face this thing ss a fect 
25 end not as propsganda, we cennot find any injury done 
to the Cenadien trade. I heve no desire to injure 
legitimate Cane dian trade, but I have a desire to 
try to get down tothe facts ag they exist, ed to 
Place them as they exist. 


in respect to cottons there was a feeble ettenpt 
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to suggest that there was some competition fran 
Jepen in cottons. But beta in regerd to thet 
Mr. Hooper filed statements thet showed whet the inm- 
portations were, sm when you took out of the stete- 
ments the goods that were of a class or kind not 
menmfectured in Censde, the importetions became 
prectically negligible. 

Then agsin, if we compare the protection which 


the Camdian cotton mamifacturer has as compared wit 


‘the American cotton manufecturer, and I heve shown 


this canperison at pege 39 of my brief, we find that 
up to June, 1956, the protection enjoyed by the 
Canedien cotton manufecturer was 85 per cent figured 


on en ed valorem besis, as against the American rate 


of 27.7 per cq@mt, on an ad velorem basis. Exhibit 


No,526 has these ¢xamples worked out, and since June 
when the American rete wes reised, ant there were 
importetions into America at thet time, the rate 
wes 29% per cent. 

I em not preperedin any way, in dealing 
with e teriff matter, to deal with it es if Cene- 
dien industry hes eny royel prerogative to carry on 
without competition either fran s brosd or in Canada. 
We have heerd @ lot about competition. Why should 
they not heve some competition from Japan ? rf 
an article is being imported thet will sell to a 
poor men at a lower price than the Canedisn srticle 
so thet if he buys it he can cloghe his wife and 


family, even though it be an inferior article, why 


“Fees 


aot aoktiteas . ence ssw oteds Paid teegguea of 
¢edt of bteser at atageest: waanetdoo al aaget 

) edt taip Sewde fort ednsastsde ~Bollt secoc al 
~iate adv 20 tuo Mood acy wedw Bre jew eno lt eProg 
- on Bata to eepeig s IG vro¥ ted? ehoos a ad tego 
eusosd smott¢atioqmt of: ,.2bated ai betad > ator sat 

| - © \el@ighinen @lfsolteee 
doite noltoatoxq edd escemoe ow tT! ,clege wedT | 
tiv betaqmoo es esd tered Get onan HOt too wat b aso ait 
pwote ovad-I ine. {tetmtostanom “dottee As sttemd off? 
} adit Batt-ew.,tetad ym"to @8egeg ts nos iteqa 6 eine | 
em yd bayot se anlederere o8d ,ORL oan oF qs i 
pets dines req 35 agw tetss ostemen mot fee ai Bact Od | 
sist acottemd oft tactage es ,eleed moxefay by ae a6 ‘a ar 
¢idids’. .elead mesoiay bs ne 10 , tao tog 9S to 3 
east sonic bus {two betzer aofqmaxe eesilt wed OSC.ou” | 
etew otedt nae ,beelat esw etet anoiwad ont ‘nodtw : 
etet ed? oalt teilt ta eoicemh erat eaol tercoqut | 
tase toy GC caw - | 06 

gatleed ai ,yer yore al bewesty von me I | vicki | 
-eaeG ti ws #2 dtiw iseb.ot’ tetdemr T1itet s atte | 
ao yYIxaoo¢ evitegotet¢ isqor ye son ettenbet ae. a [ 
sheago al to bsetd a sort todéie ols tf eqan gnodtiw ; | 
Binode yak .moltiteqmoe txods. tol @ brie svad' a! ~ | 
LI. % mmqet mrt nolsttcqm e'snce ovad ton yade®* | 

8 of Ifee Lflw jadt betzoqmt piled ef “efoter Can | 
eLoltm sat tansd od aid ootxd uot »te dat ood | 
_ ‘Bae otiw ald ed@olo nso ed #2 metertateey 7 
if a seLatxs 10h tat meehon tana HOPE at 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 


REPORTER 


TORONTO = CANADA 
I 


13968 


phoulad not the industry here get some canpetition 

from Japan, end the poor men get the benefit of it, 

providing thet en industry in this country is not being 

lestroyed, as was suggested last Jenuery ? 

I wish now to deelina measure with the fac- 
is which have been submitted in connection with this 


etter, end then 1 am through with Jepsnese canpetition, 


ne factum submitted by the Dominion Textile Compa ny 


Heels with both matters, the closing of the Sherbrooke 


plant end Jepanese oanpetition. 


fivision V of the Dominion Textile Compeny's brief. 


THE COMMISSIONER: Whet pege ? 


MR. MeRUER: I amcommencing at page 64, my lord, 


THs COMMISSIONER: With the teriff situetion 
15 
in regerd to Japenese goods ? 


MR. HEWARD: If you are going to deal with 


MR, MeRUBR: I was going to say thet if I 
20 


fom i em glad to. heer thet other people moke 


MR. EEWARD: We are not infallible. I have 
a5 eid there that prior to Jenuery 31, 1936, the fixed 
xchenge value of the yen was 49.85 cents. As a 

latter of fact, thet ig not correct. Immediately prior 


o Januery 1, 1956, the proclaimed value of the yen 


THE CQMMISSIONER: You say immedistely prior 
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MR. HEWARD: ‘That was from July 20 to December 
$1, 1935. Thet was the procleimed value of the yen. 

THE COMMISSIONER: Wheat was it again ? 

MR. HEWARD: 41.51 cats. 

MR, MeRUER: Did you work Out your exemple 
on the basis of 49.85 cents ? 

MR. HEWARD: Yes, the exemples are worked on 
the 49.85 cents basis because it will be remembered 
‘3 that when the 41,51 cents was in force the trade war 
was On, when there were no importations; the 3-1/3 
per cent surtex was in force, and therefore in worki 
out the exemple tu whieh I show $2,10 per pound as th 
ie laid down minimum price at which Japanese goods could 
reach Canada before the Chenge in the teriff, I used 
the 49.85 cents. It does not make any difference, 
as a matter of fact, in theory anyway, because there 
was a fixed valuation of $1.25, But I wanted to 
) 20 make clear that I head made a misstatement of fect in 
regard to the proclaimed value of the yen. 

THE C COMMISSIONER: When chia the value of 49.85 
cents in force ? 

MR. HEWARD: From July 20 to December él, 

25 || 1935, it was 41.51. 


MR. KELLOCK: My friend Mr, MeRuer has the 


Same mistake on pages 5 and 13 of his brief, 
MR. McRUER: Great minds work slike. in 
respect to the illustration that my friend Mr. Heward 


gives at page 64 of his brief, that too is not an 
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illustration that shows the tax thet would be im- 


posed at the time the negotiations were entered into 
with Jepan in Novanber or December, 1955, because the 


gurtex wes a fact. The surtex was on; and my friend 


; hes disregarded thet fect in his gomputetion. 
MR. HEXARD: You ere waite right. It mekes it 
better from our angle. 
MR. MeRUER: It is certeinly better fran your 
engle in one sense Deceuse the teritf wall was s0 


high thet nothing coula get over it. 
MR. HEWARD: At the time when there were im- 
portetions 1 think my figure is correct. 
MR. McRUER: Oh yes, if you eell them impor- 
15 tetions, but I do not think they can seriously be 
eelled that. 
THE CGMMISSIONER: . Reference is made to the 
gurtex on page 65 ? 
MR. McROER: Yes. Agein, my friend's state- 
20 ment at the foot of pave 64 is not absolutely 
gorreet because if the value of the article was less 
than 624 cents, as it was in December 1955, then 
this caleuletion is not right. 1+ would be sc msi- 
derably lower then $2.10. 
25 MR. HEWARD: No, beceuse the $1.25 went on. 
MR. McRUER:; No, the $1.25 was on. if the 
value of the article wes fixed at $1.25, then the 
meximum duty they eould collect wes 624 cents. 
But those are pretty much details on a thing that 
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involves matters on a very much bro eder scale. 
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When we come to the exemple that is worked out 
on page 66 of the Dominion Textile brief, something 
of the seme camment cen be made. Uxhibits 125 and 


126 which we heave filed accurately show the situation, 


I think. But my friend has worked out another cal- 
| culetion there, working out whet the purchase price 
would be, $2.10, but if the purclmse price had beam 
less then 62} cents the duty would have been $1. 47%, 
end at a purebase price of 25 cents, which it was 
about thet time, thet would bring it to 91.72% 
insteed of $2.10. So i suggest to your lordship 
thet it would be fair to e121 concerned if exhibits 
Nos, 185 andi 126 were taken os the exemples of the 
situetion., They ere worked out by My. Hooper. These 
other calewlations have been worked out on another 
besis, and assuming, I think, thet the goods would 
be selling for something more than 624 cents. 

THE COMMISSIONER: Whet ere the exhibits you 
reter to ?. 
MR. McRUER: Exhibits Nos. 125 and 126, my 
llord. Then at page 68 of the Dominion Textile brief 
the importetions for the first ten months of 1966 
are given at 291,085 pounds as egainst 28,689 pounds 
25 lin the corresponding period of 1935. My friend iir. 
Kellock puts it that the increase was some six hundted 
od4 per cent. But there is no use talking of per- 
centages in this metter. if the importations had been 
one yerd or one pound sn inerease in importations of 


30 
a thousend per cent would lock terrible in pereentages 
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eslthough the actual qmentity imported would be smell 
Agein we must face facts as they are, eni teke whet 
the figures are. My friend Mr, Kellock puts it that 
the increase in importetions was 625 per cent. He 
says at page 20 of Section G, in paragraph 82, at th 


foot ot the page: 


“Moreover it should be noted thet miéent 

imports from Japen of rayong em mixtures have 

increased 625 per cent in 1936 over 1935 

(Exhibit 897) Canadien mills sales of reyon 

increased only 24 per cent in 1936 over 1935." 
Well, to begin with, en inereese of 2 per cent in 
the Camdien mills’ sales does not show thet they ar 
being annihilated; and secondly, the percentage in- 
ecresse in importations fron Jepen wes an increase on 
68,689 pounds, So when you start to deal in these 
percentages they do not mean an awful lot, and one 
has to fece the facts ss they ere. Whet does 
291,000 pounds of artificial silk, mostly of «a very 
inferior type, meen in the Cenedien industry? To 
begin with it means that it does not affect themin 
such a way that they heve not ineressed their seles 
| in Canada notwithstanding 211 thet has been gaid, 

Now Exhibit No.888 shows that the production of 
reyon alone for six months emounted to -« 
THE CGMMTSSTIONER: - In Cenada ? 
WR. Me@RUER: In Cenede, emounted to 16,000,000 

yerds. I point out to your lordship thet thet does 


not include mixtures, On the other hend, the 
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Lich owtaxa dhe do inelude mixtures beceuse mixtures of 
reyon and other erticles cane under the seme tariff 
item as pure rayon. If there is only one thread of 

| eottam in the mixture for decorative purposes, then 

it comes in as reyon, and under the higher teriff 


schedule. So thet the imports inc lude mixtures but 


the production in Cenede does not include mixtures. 


i have figured out wmt this 291,000 pounds would 

emount to. I have figured it et 7 yerds to the pound 
; if it includes mixtures end ertificial dilk, end I 
| think I em not very fer out, although it may be as 
highas 6 yards to the pound. i reduced it to a six 
months’ period == they give a ten months’ period 
15 |pere == I reduced it to « six months’ period, pro 
| reta, and it would emount to 1,200,000 yerds. Well, 


thet does not seem to be ae very scrias impor'tet ion at 
[the moment. On the other hand the production in 
ensde gets en increase of 24 per cent, and thet means 

j 2 |it would be up about 600,000 yards, 

In #11 this my friend Mr, Kellock hes devoted a 
llerge part of his brief to dealing with whet Jepean hes 
Hone in other countries end how she hes invaded the 
Mmerkets of other countries. We heve quite « stary 

25 |pn thet, mostly read in by Mr. Dawson, consisting of 
Prticles from newspepers of one sort and enother. 

MR. KELLOCK: That is the wrond witness. It was 
not Dr.Dawson, it wes Mr. Berry sel Mr. Watson. 
MR. McRUER: I thought Dr. Dawson had e shere in 


30 
it, but I mey be wrong. However, I would consider 
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it as reliable from one source as the other, 

MR. KELLOCK: I am not suggesting thet. I say 
tlet you have the neme of the wrong witness, that is 
eli. | 

WR. MeRVER: At any rate, it dees not make 
much difference who read it in becmse it was from 
articles, and 1 em not quarrelling es to their relia- 
biiity at ail, but it does demonstrate this very 
toreibly, that we must have a much higher dyke in 
this cOuntry then they teve in almost emy other countr 
in the world go fer as that evideme was concerned 
because the flood did not resch here, and it seemed, 
according to that evidence, to have reached other 
places, There are two sides to thet, and just to 
pring the evidence on that point up to date, let me 
say thet e good deal was ssid about Australia and 
whet was dome in Australia. About the time the evi- 
dense was given the Australian government hed been 
taking some more or less drastic action in regerd to 
Jepenese competition, and they were getting into 
)something of a trade war with Japen with respect to 
wool. There had been a change in that, and en 
erticle appears in the last edition to hand of the 
|London Times, weekly edition, deted Jenuar), 14, 1937, 
which deals with the Austrelian situation. Itis 
purely oe metter of information, and this whole g 
Jepsnese question hes to be dealt with in se broad wey. 
I do not want enyone for a moment to suggest thet any 


overnment should not be slive to the guestion of how 
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far the economic life of Cenada may be affected by 
the trading policies of any country, but we mist re- 
member the t we heve to deal with our whole economic 
life and not simply With the economic life of any 
particuler individuel. I do not propose to read the 
whole of this erticle but es it deals with whet hes 


happened, and brings us down to date in regard to 


|| whet hes happened in Aystrelie I shall quote it in 


perts 

"In Mey of lest year, alarmed by the 
inerease of Jepenese imports of artific ial 
silk and cotton piece goods, Whieh had risen : 
from 44,500,000 squere yards in 1932 to | 
153,000,000 in 1935 =< 

That makes us look s little smll here: 

"ee the Sutarei government imposed sdditional 
aaties on these goods, which were ¢ onsidered, 
in Jepen, to be prhibitive, and which were 
intended to prevent her pushing the United 
Kin°dom end the native Australien manufacturer 
out of the merket. Jspan reteliated with en 
unofficial boycott on Australian wool (as 
effective es if it had been official) enc went 
temporarily to South Africae end New Zealend 
tor her supplies. Fortunately the merket in 
this commodity wes a ris ing one; anc Australien 
prices are eble to stand the temporary strain 
of Los ing a buyer who hed taken 85 per cent of t 
total elip in 1935, and wes expected to take 


50 per cent in 1936. But since the “wer" 
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as is the ucstom of wars, benetited neither 
belligerent end led tw reprisals egainst other 
clesses of exports, 8 new egreement was nego- 
tisted eud announced over Christmas; this 
reduced the duties on Japenese ectton end 
artificial silk, while in return Jape agreed 
to import at least 800,000 bales of Australien 


wool in the next eighteen months, But. the new 


and significant feature of the agreement was 
the restriction of Japenese imports to a 
yearly quote of 120,000,000 squere yards -- i. 
That was the meximum quota they pat on Jepanese in- 
portations. It goes on: 


15 " 120,000,000 squere yerds, 30,000,000 fewer 


| then had been imported in 1965. 


Prime fecie the gein for Leneashire in 

gonparison with 1935, 40,000,000 square 

; yards, is not overwhelming, end a report 

) 20 | issued by the Depertment of Overseas Trade 
emphesizes cheerlessly, the fact that the 
share of the United Kingdom in Austrelia's 
imports is declining, But this dec line is 
largely due to. the development of native 

ae secondary industries end the ability of Ue Sodee 
manufacturers to build better cers for 
Austrlien rosds, fectors which have nothing 
to do with Japan. without a quota Japanese 
imports would have continued to rise above 

: the 1935 figure, and Australia hes given en 


object lesson in the difficult art of coping 
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with cheap Japanese goods, Tariffs have 
shown an unfortunate tendency to be either 
ineffective or prohibitive. Only e doce 
trineire free-trader would wish imperial 
merkets to be flooded, and only the most 
bellicose wish to heve Jepan treated as en 
svionentes perieh beceuse she can make end 
sell goods more cheaply then her rivels. 
Nor coule Australia reasona bly persist in 
the use of blunt instrum@ts om ea powerful 
neighbour, who is her seconi-best cwtoner,." 
I gubmit that thet article shows a good deal of 
eqmmon gense in thet throughout this country we 
heve heard a gocd deal of telk sas though Japan 
|] ought to be treated as a sort of economic pariah 
| with whom we ghould not desl at all, have no truck 
or trade with her whatsoever; but there are benefits 
to be hed from supplying cheap goods to people who 
at this time heve not got much wherewith topay for 


them. 
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There is only one other observation TI desire to 
make in regard to the Dominion Textile Company's 
Brief and that is the point they seek to make in regar 
to the med of the shut-down, At page 75 it is 
stated; 

"The duration of the shutdown, namely, from 
the close of work on January 17th to the resum- 
ption of work on January 29th, and the number 
of working days and hours represented thereby 
(namely, five days of ten hours each and one day 
of eight hours, or fifty-eight working hours ia 
all) have already been dealt with in Section 2 abo 
and it is not necessary to discuss thet feature 
furthers 

what must be clearly borne in mind, however, 
is that the shutdown was not and was not iatended 
to be a permanent shutdowh. From the outset it was 
intended to be a suspension of eperations in 
order to allow the management to ascertain where 
they stood," | 

That is what is said inthe Brief and rather was the 
course of the evidence taken by Mr. Gordon, but when 
we read the Notice that was published to the employee 
and what was said to the Montreal Gazette it looks 
like as though the intentiam was surely changedas 
lt does not say that operations are suspended in the 
mill» The notice regd- at page 20 of my Brief 
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"pominion Textile Company Limited Sherbrooke 
Branch - Rayon Divisions This Mill will close 
down on Friday, January 17th and will remain 
closed indefinitelys" 
That ha stent they said to their employees. what 
— to er Kershaw by Mr. Gordon himself was 
that you will be receiving instructions from Mr. 
Daniels to close down operations in the rayon divisio 
Friday night of January 17th as this action is neces- 
sary in view of the Serentened invasion of the rayon 
market in Canada by Japanese goods at the present tins}. 
We have made representations in Ottawa in the proper 
quarters but, until ian onto is taken by the 
Government to stabilize the situation, it is guite 
iupessthie for us to book any further orders or to 
continue production for stock pmunposes. 
what is stated there, until the Vovernment does 
; A something we are closed down, we are out of business, 
and to the mentxee} Gazette that they hope to re-open 
when we can see the possibility of manufacturing good 
which can be sold.s 
Well, how the atmosphere cleared in two or three 
days Mr. Vordon suggests one thing and that was that 
the Customs Department had published a letter dated 
vhe LOth of snaasiy which relieved the situation 
a bit in regard to the appraisal of Japanese goods, 


) | 
= > but that letter is dated loth of January. I doubt 


very much if the Customs Department would have a lettpr 
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lying around waiting to send it out, and it was stated 
in Mr. Marx' report that this had been discussed 

when they met in ottawas Mre Gordon says he does 
not recollect having seen it. Mr. Hooper said it 
was there on the table when they were discussing it, 
That is my recollection of his evidence. However, 
that letter went out making a change in the method 

of appraisal, and then that letter was withdrawl, yet 
Mr. Gordon did not close his mill again after the 
letter was withdrawns He did not close his mill 
when goods started actualiy to come in to be solds 

He has not closed it yet. So that it does not appea 
that the reasons for closing the mill were quite as 
indicated in the Brief. 

THE COMMISSIONER: Have you there the Exhibit number 


of that letter? ist ! 


Se 3 

MR. MeRUER: Yes, my lord, It is dated the 10th 
of January, 1936, Mr. Whiteley. 

Now, that is all I have to say in respect to Japanese 
competition and in respect to the closing of the 
Sherbrooke mille | 

What I have to say now in regard to the broader items 
that were committed to the Commission in respect to 
the matters dealing with the Textile Industry in canada 

Before I leave that, tire meee has just drawl 
my attentins to the fact that yesterday your lordship 


asked me to have worked out the duty that would be 


payable on a pound of goods - first on the basis withou 
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the surtax. Second, om the basis with the wartas 
and third, om the present-day basis, 

THE COMMISSIONER: The example given in your fact 


is with the surtax? 


MR. MeRUER; No, without the surtax. 1,53) withou 


the surtax, 
THE COMMISSIONER: What page is it on? 


MRe MeRUER: Page 9« Without the surtax 10533, 


with the surtax 1.97% Now, those were in the days 
of the fixed valuations 
MR. HEWArd: 1,533? 
THE COMMISSIONER: 1s53g is the figure given in the 
Briefs 
MR. MCRUER: Yes, my lord, 
THE COMMISSIONER; That is, without the sur tax? 
WR. MoRUER: Yes, my lord, 
THE COMMIS -IONER; And with the surtzx 1.07? 
MR. MCRUER: Yes, my lord, 
THE COMMISSIONER: And the present day? 
MR.» MeRUER: 63 and 8/l0ths» ‘That is all on the 
value of a pound of fabric at 25 cents. The last 
one is on the value of 24, Mr. Hooper saySs 
THE COMMISSIONER; That is the present day one? 
MR. MCRUER: Yes, | 
THE COMMISSIONER: Any reason for putting 24 Gents? 
MR. MeRUER: No, only it was actual importations 
t that price, Mr. Hooper? 


MRe HOOPER: Yes, the price had come downs 
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| with that. If there is no legislation to prevent 


me from buying in Japan or Czecho-Slovakia or Eagland 


MR. KELLOCK: If the 24.cents is actual importation, 
it cught to be pointed out that the 25 cents in the 
first six months of 1935 was not actual importations. 
it is a hypothetical case, because Mr. Hooper's evidenfe 
is that all importations coming in at that time had a 
value of not less than 74 cents, | 

MR, MeHUER; it was the obtaining price in Japan 
in December, 25 cents, end we worked it out without th 
surtax, with the surtax, and then the other one is 
24 cents, which is the March valuation of an actual 
importation. 

Now, in respect. to tariff protection, page 40 of 
my Brief, my lords 

In dealing with the subject of tariff protection 
i deal with it from the point of view of the whole of 
the people of Canada - the consumers of textile goods, 
and I try to ceal. with it in the manner in which I hav 
tried to deal with other things and that is from the 
point of view of facts and looking at it from that 
point cf view the consumers of Canada have a common 
law right to buy their textiles ia the cheapest market 
of the world, That is their right unless it is aioli 


away from them by legislation. Nobody can interfere 


or any other place I have got a perfect right to go 
aad buy there and uo one can by any action in the court 


or any other place restrain me from doing 80, 
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THE COMMISSIONER: It seems to me yesterday that 
in certain figures you gave you were introdueing 
a fourth clause, interested parties - that is, Canedi 
exporters of other products either natural or manu- 
factured, 

MR. MeRUER: Yess Of course, that arises in 
respect to external t rade relations, and I said quite 
& bit about that in dealing between Japan and Canada 

in respect to ereating a two-way flow of trade, 


THE COMMISSIONER; I just want to get the page - 


about page 8? 

MR. MeRUER: Yes, my lord. I think a great deal 

more might have been said during this inguiry in res- 

| pect to that but, on the other hand, it is an economica 

matter, the facts of which are available in trade 

| statistics of the country and we do not have to go 

to an investigation of the industry itself in order to 

develop that economic sides 

But to look at the cousumers' right to buy and thet 

right taken away from him by legislation, then we have 

the purpose of the Legislations The chuninie of the 

purpose of the legislation must be to protect an 

industry in Canada so that that industry may employ 

i, pay men and women such reasonable wages that the 

economic life of the country may be improved by virtue 

f the presence of ay oo amy ere Well, toat ; 
troduces a very important aspect of this inquiry. 


have said in my Brief: 
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13991 
It gives to the manufacturers of protected 


articles a private right of taxation, It gives to 


them the right to tax for their own benefit the 


consumers and the amount of the tax is the difference 
between the price that the consumer might pay for tie 
goocs or similar goods in the cheapest markets of the 
world and the price that is charged by the protected 


industry. If the protected industry does not charg 


the consumers any more than they might have bought 


similar goods in the cheavest markets of the world 
the consumers pay no taxes. If it does not desire 

to charge the consumers any more there would be no nee 
of the tariff protection, But it is not suggested 
that the Textile industry does not charge more than 
the consumers could buy for in the cheapest markets of 
the world. The limit of the power of taxation given 
to the industry is the limit of the tariff protection, 
the amount that goods could be imported over the tariff 
well after having paid the customs duties.« Thet is 


the high water marky If they impese a higher tax- 


| ation than that on their customers the customers will 


m They may not impose the full 
limit that the tariff would permit, for the very reason 


that they desire to get the maximum limit of protection 


at the maximum price. If they charge the maximum that 
| they might charge they would not get as many consumers 


because people could not buy and they just would note 
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if the lining of the overcoats wore out they would 
probably patch it. On the other hand if the price 

is lowered they would buy new overcoats, That is the 
situation, Very often we will see in going over the 
schedules of prices that in respect to many branches 

of this industry the limit of taxa tionor the taxation 
was limited by the price at which goods could be 
imported from the country where the tariff was lowest 
i or they could be produced most cheaply, 

Locking at it from the point of tee of the conswer 
that is, that it is a right taken from the consumer, 
not something given to him, 

I shall have a good deal to say about my friend 

: ir. Heward’s brief because we clash absolutely on the 
fundamental propositions My friend puts his whole 
case in respect to the profits made by the Dominion 
Textile Company on the basis of what would be the 

20 arnings on capital employed in the industry and 
compares it to a public utility and quotes cases to 
support thats If you were engaged in an arbitration 
JO take the industry away from them - that is, an 
expropriation of the plant - an entirely different 

. principle is involved than the principle that is 


involved in the amount of taxation that they should be 


piven, the extent of the power of tax&tion that they 


Bhould be given and the smount of the tax they should 


hy \. permitted to impose on the consumers of Canada, 


bnd the extent of the profit is an important ones 
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Because this is a subsidy to a private industry - 
not one voted direetly by the government but a subsidy 
as truly as if it had been and one over which the 
government has no control whatever, What they do wi 
it after they get it the government has no control 
over it whatever, and that will be very important 
when I come to discuss the question of the profits 
made, what they have done with the taxes after they 
10 || have collected them, It is a privilege. They have 
taken away from the consumers a right, so that we have 
got to consider it, I submit, from that point of views 
What have they done with the privilege? The man | 
15 || Whose interest is always put to the fore and has been 
put to the fore by the government whenever they have 
dealt with the government is the working man. It is 
on his account and in his interest that the tariff 
protection is aver So that we are not unfair 
is to see in what manner they heve dealt with, I should 
say, the cestui qui trust of the privilege they hold. 
They are petite trustees of a privileges In what 
mMenner have they dealt with stiediect weactte’ gui trust 
25 jiand in sie ald i itiites they dealt with themselves, 
in what manner has the trustee of the privilege benefit 
ted? Because, after all, it is the consumer's money 
that has been taken and taken from him against his will 
|Well, I say, “against his will” - it is not in that 


30 
sense I mean it - it is taken from him in violation 
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of his common law right but taken from him by the will 
| of Parliament. But it was never intended, I submit, 
thatit should be a privilege given to people to do 
what they liked with and not to account to the 
5 body thet gives them this privilege, endthat is the 
Parliament of Canada, and if we are meticulous in asking 
) an accounting it is nat unfair to them, 
A great deal has been said in this inguiry, and I 
Nero orn personally abused to a certain extent, when 
I leoked at it from the point of view ef what money 
you have put into this industry, what earnings you ha 
received on that money and considered in that way. 
But I still maintain thet I am absolutely right in 
15 studying it from that point of view, because if the 
consumer e ntributes in taxes to the industry 2 large 
sulll of money which enables the owers of the industry 
to build it up and make it strong and substantial, is 
it right that the consumers should be called upon to 
pay to the owners an earning on the money they have gi 
to the industry? I will deal with specific cases, 
I say thet the theory surely of tariff protection 
is thet an industry is to be protected for the purpose 
25 of it growing up and becoming healthy aad strong so 
that it may be able to rights Not to provide 
| it with a nurse throughout life that it may languish 
in luxury and have every attention throughout 
/ its whole existences Take a specific cases if 


an industry earns, we will say, sufficient in profits 
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that it has a large surplus to its account, that it is 
able to pay off its bonds, that it has funds ereated 
that it may retire its preferred stock and then is 
healthy end strong, the whole theory of my friend 

Mr. Kellock's argument, and my friend Mr, Heward's 


is that we are entitled to the earnings on the money 


that is invested in that industry notwithstanding it 


is built up out ef profits earned through this right 


10 || of taxation. I meet them squarely on thet and I 
say that is money contributed by the consumers to make 
| you healthy and strong, They have presented to you 
a factory clear of encumbranee and now you own it 
| it is not right to ask the consumers to pay to you 


| 15 
a return further on the capital which they have given 


to you already, That when capital invests money 
they are entitled to a return on the money invested, 
la fair ana reasonable return, and when I come to deal 
40 || with some of the affairs of the companies T am going 
to make @ generous return on the money invested. 
| But what right have they got to go back to the consumer 
| and say - You have provided uS with plants, you have 


provided us with machinery, real estate, outside invest 


25 
ments, surplus accounts and all this. Now we say 
|provide us with an earning on that, why is it not 
right that they should go further and the consumers 
be only called upon to provide them with a return 
30 


on the capital that they have invested in the company, 


Inot the capital that the’ consumers have invested in 
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the company. 
THE COMMISSIONER: Well then, should that be brought 
about by a reduction of the protection or by its 
abolition? Which have you in mind? 


MR. MeRUER: By a reduction of the protection to a 


minimum that would provide the industry with a reason- 


able return on the capital that they have actually 
invested in it. I am not Suggesting anything in the 
10 |)/Mature of drastic action, and, after all, our order 
in Couneil asks us to find things that will enable 
he government to found same policies for the future. 
But I do say this in my Briéf, and I wish to dean with 
= it later on, that we have to regard the future and not 
rovide this industry with a protection thet is going 
50 enable bankers and finanelters to bring together 
and amalgamate milis and companies that are now engaged 
Wal competition and built up and on the s&rength of the 
20 lbrofits that the consumers have given te these in- 
hustries re-float stock on the publie in order that they 
may make millions by the amalgamations such as have 
sake place in the paste When I sey ‘*millions*" 
Ja am putting it modestly, and I have no intentia: to 
Ly anything to inflame anyone or inflame the public 


hind but we have got to face facts of what has been 


tone in the € past and what will be done in the future, 


because we must have in mind the protection of the 


30 
onsumers as & whole, where they are exposed to the 


xereise of a private right of taxation with nobody 
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in the world controlling it and those who are enjoying 
the benefit of it notmaking fair and open reports 
either to the publie or to the government in respect 

5 to what they are actually earning, because we have 
had this investigation to find it out and I hope we 
have found out the whole story and we will look at it 
as a whole and see how substantial the profits have 
been in the paste 

: Now, I shall have to come back to these things late 
on because I em merely outlining the question of 
the approach to tariff protection and when I deal 
with tariff protection I will desl with it from this 


. point of view: What was the tariff protection that 


the industry had over a long period of years - not 
in percentages of averages and that sort of thing. 
There can be no more vicious principle applied to 
a tariff protection than the average tariff protection 
on articles irrespective of the volume of production 
of those articles or the volume of importationss 
For instance, I refer to it later on and I will come 
back to it - the Canddian Manufacturers Association 
. in publishing a solemn ssid in their Annual 
Report refers to average tariff protection on impor- 
tations of certain goods from Great Britsine ell, 
irrespective of whether a= those goods are subject to 


30 |ltariff on importations from Great Britain - articles 


hat may be free from Great Britain and dutiable in 
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on 


10 


15 


20 


25 


30 


other countries, that may be raw material for the 
mills themselves, irrespective of the volume of pro- 


duction in Canada and volume af importations, te 


average the percent of tariff protection is not a soun 
basis on which to go in charting a course for the fut 
We. have got to deal with the protection they have had, 
In Mr, Hooper's evidence we tried - and I take it it 
must have been wholly satisfactory or the industry 
would have come forward with ites things of a similar 
nature - we tried in Mr. Hooper's evi dence to take 
certain specific lines. He went to Mr, Dodd and aske 
him for certain representative lines which they could 
match up with the United States and match them up with 
Great Britain, &ce--that is in respect to cottons - 
and we deal with what actually has been the protection 
in the past in regard to that « 

On page 45 I state; 

"In order to properly cousider these subsidies, it i 

convenient to determine; 

1. What tariff protection the industry now has, 

or has had during the past years. 

2e What measure of prefit has been made by those 

javesting in the industry.» 

Se if the employers of labour shared the privileges 

granted to them by the Customs Tariff Laws of Canada 

with workers, or have theyon the other hand purchase 

their labour in von ‘ene Manner that they would 


purchase raw material in the lowest markets of 
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the Dominion?" 


I shall heve something to say in regard to the last, 
because I think I am not unfair to the Dominion Textille 
when I say that in their brief their enunciate that 


as a policy they are entitled to follow, and I will 


deal with that specifically, that what they pay their 
labour is regulated by the law of supply and demand 
of iabour: 

"The evidence in regard to tariff protection 

May be considered under the following heads; 

le The extent of the protection, 

@» The benefit derived by the investors who 

have no share in productive efforts, 

Sy The benefit derived by the producers. 

4, Specifie reference to the manner in which those 
engaged in the industry have abused the privileges 
given to them, with particular references to 
combinations and monopolies will be dealt with 
in another part of my Brief," 

/Now, in regard to the different itens to show the 


quantity of proteetion in the past I am not going into 


this again in detail, They appear in the evidence 


and I have again copied several of the Exhibits in 

the Brief, but if am wili - to page 47, my lord, - 

and I think < ae go through these a little faster 

then I have been doing otherwise this morning, and that 


30 
will be a relief to some of my learned friends and 


me toos 
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At page 47 I have taken an extract from Exhibit 
820 for the purpose of illustrating two or three 
things.» One is the tariff protection that this 
industry nad in respect to yarns of this type prior 
5 | to 1930, and that was 20%. It had been 20% I think 


Tor some Gime. 


THE COMMISSIONER: Are these cotton yarns? 
MRe Meruer; Yes, my lord. Page 44 gives the 
heading and detail of thate It had been 204. 
- The inerease brought about at the special session of 
Parlianent gave to the manufacturer of those yarns 
45% on an ad valorem basis, Now, that was an 
increase of 115 per cent. There was an ad valorem 
ae duty and a specific duty imposed at that time, 
The specific duty at that time wan S cents a pound 
and ad valorem 15%, 224% and 25%.- the specifie 
S cents, 3g cents and 4 cents a pounds The specific 
m duty amounted in 1931 te more than the ad valorem 
duty of 222% This is not dealing with the United 
States. Now, in 1932 the total protection amounted 
to 6232 
THE COMMISSIONER: No, 60s 
ss MR. MeRUER: Yess The next one should be 52s 
| Then in 1934 it amounted to 41 and when we come now 
to 1936 it is still, after the uni tea States Agreement, 
| it is still 33%. Your lordship will see very 
30 considerably higher than it was in 19350. 


THE COMMISSIONER: Now, this table that is drawn 
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up has regard only to the United States importations? 
MR. MeRUER; Yes, the exhibit dealt entirely with 
yarn from the United States and Mr, Hooper's evidence 


was, as T recollect it, that the competing yarns 


5 
of this type would likely come from the United States, 
THE COMMISSIONER: We will adjourn now until 

quarter after two. 

10 
-- The Commission adjourned at 12.30 P.M. to resume 
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-~- The Commission resumed at 2615 pele 


ARGUMENT BY MR. McRUER, K,C.(Resumed): 


Dealing further, my lord, with this exhibit referrgd 


1S 


to at page 47 of my brief. Your lordship will notic 
how the duty calculated on an ad valorem basis rose 
between 1950 and 19326 That was due to the fall in|the 
price in the United States, the cost price in the United 
States, and the specific duty. The specific duty -- 

THE COMMISSIONER; P,rdon me, you will have to explain. 
to me what you mean by the increase in duty being due | 
to the fall in the cost priceée 

MR, MeRUER: The inerease when calculated on an ad 
as valorem basis. For instance, on the 17th of Septemb 
1930 the selling price in C.nadian funds was $1950¢ 

THE COMMISSIONER: I see what you mean noWe 

MR. MeRUER: The specific duty was $4.00, and the 
ad valorem duty $4.39. Well,$4.00 was in greater 
proportion in 1932 to $12.01, “8 that is what the 
increase is due to there. 

NoW, another important matter at this time is that 
there was quite a high rate of exthange between Canadq 
and the United States which was an additional protectjon 
25 to the Canadian manufacturer. That becomes more impor] 
tant when I come to deal with fabrics as well, but th 
Canadian manufacturer has this, that when the rate of | 
exchange is against Canada it always enures to the benefit 
of the Canadian manufacturer. nen the curreney of 
another country is in advance over Canadian currency 


then we find the Canadian manufacturer always wanting 
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the benefit of the protection that is afforded by the 
advance in the currency rate. We never hear a word 
about that angle of it, but whenever the currency of 
another country is depreciated then there is a cry 
for action under the provisions of the law to fix the 
value of the currency as was done with Japan. There 
is a dumpine duty put on, a currency dump and all 
sorts of things of that kind. I+ does not seem to be 
quite a two way proposition. 

Then, we come to the duty on the ad valorem basis 
that is prevailing now, and your lordship will see 
it is 33% as against 20%, and, of course, this isa 
raw material, and I have considerable to say in respe¢t 
to a policy of maintaining high rates of duty on 
those classes of fabric, or those classes of goods, 
m terials, textiles, that are raw materials for some 
other process of manufacture. Take these yarns, 
for instance, and that is perticularly important 
when we deal with artificial silk yarns because they 
are subject to very heavy specific dties, especially 
when imported under the intermediate and genéral 
tariff. They are raw materials, and when you increage 
the cost to the weavers of these raw materials you 
are putting a barrier in the way of natural trade and 
natural employment in this country. Your lordship 
will remember what My. Binz said on the inquiry at 
Montmagny, that he hoped that it would increase his 
employment, that the last budget that reduced the 
tariff on acetate yarns under the British preference 


to 5% would result in him materially increasing his 
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employment in his mills due to the fact that he would 
be able to use acetate yarns more freely than he had 

been able to do heretofore. 
THE COMMISSIONER: Dg we happen to know, as a matte 


of fact, whether he has been able to increase his 


iS 4 


employment? 

MR, MecRUER: Well, I spoke to My, Hebert and Mr. 
Tremblay yesterday as to how they are getting along 
down there, and he said he was increasing his mill by 

10 50%» 

THE COMMISSIONER; You mean the size of his mill? 

MR, McRUER: Yes, my lord. I don', know whether 
Myps Tremblay is here or not at the moment. He was 
here this mornings 

THE COMMISSLONER; We will hear from him, I suppose 

MR. MeRUER: I hope s+ 

MR, DIXON: He has gone homes 

ASSISTANT SECRETARY RENE: He is supposed to be bac 
yhen My, Beauregard is arguings 

MR. MgRUBR: At any rate, that is the statement he 
made to us, and it is a very important aspect of this 
whole thing that while you may protect the manufacturpr 
of yarn for certain cotton miils and while you may 
protect the menufacturer of yarn for certain artifici 
yarn mills you ere interfering with the right of the 
mills to purchase their yarns in the cheapest market, 
and thus lower the price of the fabric to the consum 
and not only that, but increase the volume of produc 
30 because the consumer'g purchasing power spreads over 


more goods, at any rates In respect to cotton ya 
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that is very important because practically all the yarps 
that are manufactured for sale are manufactured by th 
four large Canadian companies that are themselves 

weavers, and the other conpsanies have to buy from them 
I deal with that on the subject of a monopoly in respept 
to cotton yarns in Canada, but these tariff rates now 

THE COMMISSIONER: You were referring just now to 
Montmagny which, of course, is artificial silk, but th 
budget in question reduced the duty on cotton yarns 
as well, didnt; it? 4A» I right in that, Mr. Wniteley 

SECRETARY WHITELEY: Tne specific duty was removede 

MR. McRUER: O, cotton yarns from Great Byitains 

THE COMMISSIONER: Yes, I had in mind Great Britain. 
They were reduced, Tye duties were reduced, 

MR. MgRUER: Yes, on the last budget, but not ali o 
thetls 

THE COMMISSIONER; Not all? 

UR, MgRUER; Not all of them, My. Hooper sayss 

THE COMMISSIONER: Certain sycified cottons? 

MR, MeRUER: Where the specific duty applied it was 
taken off, but there had been sane items on which tle 
was no specific duty. 

THE COMMISSIONER: They stand as they werés 

MR. McRUER: They stand as they were, hosiery yams 
and yarns brought in by thread menufacturers, 

THE COMMISSIONER; This is all referring to Cotton 
yarns? 

MRs MoRUER ; Yes, my lord. Now, we might go then to 
page 49, my lord, when we follow on the next study, s 


to speak, in respect to this same article, and that i 
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the comparison between C,nadian and A,erican mill 
spreads, Ag I said this morning the C,gnadian 
manufacturers' eieke at taxation is limited by the 
Cystoms tariff, Now, that is reflected in his mill 


5 spread, the mill spread being the difference between 


the cost of the raw mterial and the price that the 
article is sold at, Now, just how the Canadian 


manufacturer has used that power of taxation is 


apparent in every one of these exhibits that deal 
10 with articles that have been subject to very subs tanti 
protection, or the subject of very substantial pro= 
tection, | 

Now, take this table that appears on page 49, my lord. 
Wig had in evidence that in the Upited States the pricc 
rose from April to Aygust in 1953 by reason of the 
anticipation of the adoption of the N,R,A, the 
ential petian of and the adoption of the NoRede Now, 
see under the American selling prices, for ins tance, 
column four, the selling price in April, 1935 was 
$13.75 and by Aygust it was up to $30.50. No, those 
are cents per pounds | | 

THE COMMISSIONER: It is 30% cents. 

MRe lei BOs pire The att ‘naened in the United 
States was 7a66 centss 

THE COMMISSIONER: No, in April 4 it was 5,01. 

MRe MgRUER: Iy April 5,01, yese In Aygust it was 
16,05 cents, Now, if we go %o Canada where there 
was no increase in wages, and there was no N,R,A. we 
ae the Cansdian price increased from 24 cents to 28 


cents, and the mill spread from 13,60 cents to 17.12 


cents. Now, that is demonstrated to a greater degree 
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in some of the other exhibits we have, and when we 


follow it through and see it occurring again and agai 
it leads one to no other conclusion than that the 


Cenadian manufacturer while decreasing his wages at 


on 


that time increased his price and got the benefit of 
a greater profit to himself, The price rose in the 
United States, but there was no reason in the world f 
the rise in the price in Canada, because the Canadian 
manufacturer had deoreased his wages in April of 1935 
but he inereased his prices in sympathy with the incr@ase 
in price that Sook place in the United States, and, 
of course, the danger of impordations from the United 
States was eliminated by the increase in prices there 
and the customs duties, 

Now, when we cone dom to the next items in this 
table we find that they are very important, and are 
important throughout the ether exhibits dealt with. 
I, Jyly, 1934 the Canadian manufacturer had a mill 
spread of 16,50 cents and the American manufacturer 
hed a mill spread of 8.76 cents. Now, these figures 
in this statement are calculated with the consumption 
tax taken out in the United States because that tna a 
tax that was included in his mill spread but did not 
25 to the manufacturer. That was a tax that went to 

government so that 8.76 cents is what the manufacture 

got in his mill spread so that the mill spread in Cane 
THE COMMISSIONER; Jyst a minute; what induced the 

grea} fall in the mili spread in the United States 


between Aygust, 1933 and Jyly, 1934, 


MR. MeRUER: I4 was apparently a decline in prices. 
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My. Hooper suggests it was artificial prices that had 
come up from the anticipation of the N,R.A, Then, we 
come to September, 1935¢ The Canadian mili spread wa 
15.82 cents and the 4,erican mill spread 9.75 cents, 
and in April, 1956 the Canadian mill spread was 15047 


cents and the American mill spread 9,96 cents. 50 


that without the provisions of the N,R.A. in effect 


in Canada, and with the provisions in effect only part 


of the time in the United States, and at other times 
although not in effect by act of Parliament the evidenge 
is that 90% of the mills were observing them, we have 
a very much greater mill spread in Canada than in the 
United States. 

Now, it is fair to say, I think, that the Canadian 
milis'* contention is that the volume of production 


is greater in the United Stzates per mill and they can 


do business on a lower mill spread. That may be tru4a, 

but at the same time it is incomprehensible that the 

a Canadian mills in a time of depression, and given the 
tariff protection that these mills were given in 19350 
dete pledges _ te inerease prices to the consumers 
of Canada, shewe increase their own mill spreads wit 
a decrease of wages, because it is all very well to say 

25 *we will not Enaveate prices except as raw materials 
justify -- except as the cost of raw materials justifjes". 
That is a one wey bargain unless it carries with it a 
moral understanding that if raw mterials decrease we 
will decrease prices. L¢ you are going to start off 


o and say to the Government "we have the right to im regse 
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our prices if raw materials go up, but if raw mtertal 


go down we maintain our prices, or maintain a higher 


mill spread than we had hed before", that isn'+ surely 


a sound sort of bargain. 


I~ may be the bargain they fad. 


I gon', know, but I would not judge it from the corres 
pondence that we have looked at. I thought there was 
something of a higher moral obligation than that. 

Now, I have in my brief gone through this exhibit 

i rather re detail, but I think I have touched on the 
points that i aesire particularly to illustrate in 
dealing with it. However, there is one matter on page 
52 that throws some light on it, and that is accordin 
to exhibit 1230 which was a statement of mill wages, 

15 the pereentage of sales dollar in mill wagesre 
mn COMMISSIONER: Wpat is exhibit 1250 referring to 

what class of mills? 
MR. McRULR: Tt was distribution of the sales dolla 
of the Dominion Textile Company. 

20 "The mill wages amounted to 25.31 percent of the 
heron dollar. According to exhibit 821 the 
selling price of Yarn in April, 1936, Was 2945 cen 

i sh pound. 7.4 cents would account for the wages 
3 paid in the fabrication of a pound of yarn. Eyhibi 
Bi 320 shows that in April, 1936, the total protectio 
on a pound of yarn imported from the United States 
- emounted to 8,09 cents. It therefore follows that 
the protection still afforded the manufacturer of this 
oa type of yarn amounts to considerably more than the 


total wages paid in fabricating the yarn". 
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Bat as far as Canada end the United States are conce ed 
this question of lower wages and protection on accoun 
of lower wages is entirely out of consideration becau 
wages ere higher in the United States than they are i 
Canadas 
MR. HEWARD: May I point out, Mp. MeRyer, before yo 
leave that, thet exhibit 1250 does not deal with yarn 
alone. I+ deals with all fabrics, everything produced. 
MR. McRUER: I4 is the percentage of the Dominion 
Tgstiles distribution of sales dollars 
ig, HEWARD: Byt yarn is not our sole product, 
MR. MgRUER: I know that. 
MR; HEWARD; 1230 applies to our sales dollar generdlly. 
MR, MeRUER: B,t your protection on your fabric is. 
very mich higher than the protection on the yarn, isn{+ 
it, so that the argument -- I am not unfair when I apyly 
it to the yarn betause the rate of protection on the 
fabric is higher. W, are dealing with the minimum. 
However, I quite agree with my friend, Mr. jiibons, th 
to attempt to deal with these things on general averages, 
they are not conclusive in any sense of the tem, and 
what I say in regard to that is necessarily subject % 
the qualification that that does apply to all other 
fabries, but I would have thought that the fact that 
the protection was higher on the fabric would have a 
balancing relation, at any ratee 
| Ten, if we go to page 55, my lord, it deals with 
a different type, cotton warp yarn, 50', twisted. Now, 
exhibits 822 and 823 deal with this type of yarn, and 


we have here the fact that in 1950 the rate of duty 
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on this type of yarn was 25% ad valorem. I+ was a little 


higher than the other. On the other #t was 20%. Wye you 


take the specific duty, excise tax and the ad velore 
duty in effect at the present time calculated on an 
ad Valorem basis it is 38% so that we are very much 
above the rate in 1930, and I think from a national 
point of view, my lord, we have to get our minds focubed 
on that very fact that these duties in 1930, I think, 
were regarded by the Government of that day as emergbn- 
cy measures, so to speak, and we cannot let them stan 
for the duties far the future if we are going to be 
fair to the consumers simply because we are coming no 
into a term of what we hope will be propperity. 

We are not unfair to these companies if we compare 
the situation to-day with what it was in 1930, becau 
we can take the protection they had over a long perio 
of years from 1907 to 1930 and we have their record o 
how they got along with that protection, I think I 
could argue very strongly it was much too much but it 
did enable them to become pretty strong and healthy ad 
possessed of good fighting constitutions. 

Now, in regard to the excise tax; this applies to dll 
fabrics. I wish to draw this to your lordship’. 
attention. The excise tax is three per cent on artic 


imported from countries other than Great Britain. Now 


that is not three per cent on the cost of the articl 
that is three per cent on the duty paid value of the 
article, and where you get these articles that are 


loaded with an ad valorem duty, specific duties, and then 


dumping duties the three per cent on the duty paid valbe 
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bis a very great deal greater protection than three 
per cent on the value of the article. 
THE COMMISSICNER: I don't know yet why it is called 
an exoise tax. It is imposed only on foreign impor- 


tations just like a customs tax. However, there it is. 


MR. KELLOCK; I¢t is a revenue tax, my lord, I suppos¢,. 


THE COM ISS+oNER: I know, but they are all reveme 
takes. 


MR. McRUER; It isn't; a duty because it is imposed nqt 


on the value of the goods but on the duty paid value 
end itis a tax on taxes 
THE COMMESSIONER;: It is a surtax. 
MR, MgRUER: Take, for instance -- 
THE COMMISSIONER; It is a surtax on the customs tax 
15 MR. MoRUER: Yes. 
THE COMMISSIONER: Only they call it an excise tax. 
Excise tax used to mean a tax you applied to all 
products, even home products. ; 
“4 3 MRe MgRUER: Yes; well, on liquor, for instance, 
” THE COMMISSIONER: Take liquor menufactured in Canadd; 
it pays an excise taxs 
MRe MeRUER ; And tobacco 
THE COMMISSIONER: However, I AE a you can make a 
thing mean anything you likes 
| Re MeRUER; They call it excise in the statu tee 
THE COMMISSIONER: You take the customs duties. Aft 


you have got them settled then you put on a surtax of 


whatever it happens to bee 3S per cent, is it? 
MR e MgRUER: S per cent; so if your customs duties 


in many cases as they do amount to 100 per cent an 
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article that costs $100 abroad, it is subjeet to another 
$100 duty and then the 3 per cent excise is calculate 
on $200. 

THE COMMISSIONER: Wpich is $6200. 


1S 4) 


MR. MeRUER;: $6.00, half of which is a tax on tax, 
int He the price of the goods or anything elses In 
this particular case that is dealt with at page 55 
the excise taxes alone range from 81 cents per pound | 
to $1467 per pound which indicates what a substanti 
protection it is to the Canadian manufacturer, Now, 
there is this to be said in respect to the Canadian 
manufacturers, and that is that they pay excise tax 
on the raw cotton although it is not subject to any 
ie duty, but it is all imported into this country, 
‘THE COMMISSIONER: You say it is not subject to any 
duty? | 

MR. McRUER: No, my lord, 

‘THE COMMISSI ONER: Jyst the excise? 

a MR, McRUER: Jyst the excise tax, but it is a raw 
materials 

THE COMMISSIONER: What is the excise on raw cotton? 

MR. MeRUER: Three per cent, my lord. 

THE COMMISSIONER; Tyree per cent on its selling pripe? 
25 MR. MgRUER; Yes, my lord. Mr. Gordon tells me 
cotton imported from India will came in free of the 


excise tax, but not from Egypt, and, of course, the 


great bulk of their cotton comes from the United Stats. 


So that the position we are now in since the United 


States trade agreement y= 


es 


tous of tooldve. af vt ,Baozds 0088 nd 960. ‘tat oloitxe 
telpofas et en toxe tes teq © ont ned baz yu cog | 
ae : | 008% 0° 
00,0 at dotgt KOT eTaa00 aus 
.xet a0 xst sek doide to Med 00.88 REO st | 


at s92.fe quits cats =O meee ont to eo tty od¢ HO fon 


& omag te dtiw tleeh af Fatt seeo xalneitcas e kad 
j bayeg © OC aetimes 48 moxt te enols nanny ca tox edd 
Its bt notedive r=) vat eet aol iat rio tefw beso eq oe oo 
Wok . «tered ostunca fslisned ont ot eligi noiteet oxq 
mtetbenesd odd ot teoqeex mt bisa of ot ante ak exert . 
xa? entoxe Ys¢q ved oa6e ei tai? base Srezut ost cmon 
Yas of toadva ton ak tt dguodt ia mottos wet ont Fi) 
eUxtvauoo elds ofat bot roqnt ffs at $f sbaiol tig 

| yas. ot tootdue | tom al +t vse wat ARNO TSE TIeIOo owe 
hh tee 

ttet ws ooh ‘AS oii 

Toe foxe exit Fe gb 2etHto BTN ENT 

wet @ et tt ¢ ud eed eutoxe astt ihe :ALAUK olf au 
+ielroten 

‘Rotsoo WST M0 eetoxe eft af tog fimozzanieiod see? | 
»Hrol yar «ines req esas : HAT 9 a 

fog gaiflee ei no too at eozyt MO TEATAAIOD or | 
om -alfet nobigd ,.M »frol va ,aoY 1 SUH gM mu - 
ony Yo eert a: ome Li tw atbg! mort fetroqut 08400 
ets , SaTNO9 30 fas Pavgt mort tom tod amet te toxe 


faye bed inv edt wort zen 9 sotto chest to Mied ‘ 


ye. ee ore Set a FSi: ie Kt ng HA 


A; 


~~ 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


DRONTO., 


Or al 


REPORTER 


Ola 


CANADA 


THE COMMISSI ONER: Tpen, in the case of raw cotton 
you nape a very good example of the purely revenue 
tax because raw cotton must came in and whatever is 
collected there goes to the Gogernment, doesn't it? 

MR MgRUER: Yes. On a 100 pound lot selling in 
the United Szyates in Tyne, 1950 at $34.00 the duty 
payable at that time was 49,50. On a 100 pound lot 
selling in the United States in April, 1956 at $30.50 F- 
that is $4.00 less -~ the duty payable was 5410656 


THE COMMISSIONER: One of your figures is wionge 


It is $90.67. You said $20¢50. You are referring t 
the last item, are you not, on the table? 

MR» MgRUER: Yes, that is rights 

THE COMMISSIONER: It is just for the sake of the 
aceurate reporting that I make that correctione 

MRe MgRUER ; Mype Hpoper says the difference is the 


exchange. One is in Canadien funds and the other Amef~ 


| 


icane 

THE COMMISSL ONER:; Ip, this table you have put it a 
$30467 4 

MRe MeRYER; I say & 100 pound lot selling in the 
United States of America, the price was $30 «50. That 
is the American price. Tyere is 17 cents there of 
exchange rate. Now, again exhibit 823 deals with mi 
spreads -~ 

TH CommasSIONER: Wpere is that? | 

MR. MeRUER: Page 54, my lord, Now, we have the 
same thing heres Tne mili spread in April, 1955, th 
Canadian mill spread was 25,60 cents and it moved up 


in Aygust, 1933 to 29.12 cents. In April, 1935, the 
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reduction in wages that was made in April, 1952 was 
still in effect to the extent, at any rate, of 5 per 
cents 

MR. G BLAIR GORDON; I+ was made in April, 1955. 

MRe MgRUER: It was mede in April, 1953, so the ful 
10% was in effect. Now, we come to the American mill 
spread and we see it jumps up fran 11.26 cents to 
24.55 cents,there again showing the inflation on acco 
of the anticipation of and the putting into effect of the 
N.ReA,, and then dropping away agains Then, we have 
the Canadian mill spread for the years 1934, 1955 and 
1936. Tyese are examples taken during those years, 
where the Canadian mill spread was as high in 1954 as 
12 cents above the A,erican mill spread, that is Aygus 
1934, and in Sgptember, 1935 7 cents, 7% cents really, 
and in April, 1936, about 8% cents, So that o- 

THE COMMISSIONER: Can you tell me when the N.ReA, 
induced the increases in wages in the United States? 

WRe MgRUER: When the increases took place? 

THE COMM4SSI ONER: It was 1931, wasn't it? 

MR. MeRUER: No, 1933, my lord, the 16th of July, 1983. 

THE COMMISSIONER: Ag late as that. 

MR, MgRUER: I+ came into effect then, but Mr. Hooper's 
evidence was that for a few months prior there — a 
general up-turn in prices in the United States in antic 
ipation of the adoption of an act of that sort, and, of 
course, when we speak of the NsR.A, we inelnde with it 
the A,A,gAs 

THE COMMISSIONER: I forget whet those three letters 


mean, N.eR,Ay means Ngtionel Recovery Act. What is A.A. 
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MR. MgRUER: Agriculttrel Aamini stration Agte 

MR. KELLOCK; Adjustment. 

MR.e McRUER: Agricultural Aqgjustment Agt. My. Hooper 
points out that brought in the processing tax. Now, 

A5 i the processing tax has been deducted from all these 
items that are marked with an asterisk. 

Then we come to page 56 which deals with another 
type of yarn which was subject to 28% per cent ad valdrem 
duty prior to 1930. The effect of the inereases at 

10 that time on this yarn are shown, becoming 38%, and wdnt 
up as high as 49%, of course, again influenced by the 
relation between the specific duty and the cost of th 
yarn, and it stands to-day showing a protection of 304, 

Now, at page 57 hosiery yarn is dealt with, 30', 
Single hosiery yarns, and I think this is the only 
illustration that shows a reduction of duty between 1930 
and 1936, Your lordship will notice that the rate 
was 22$ per cent in 1930, and after September, 1930 
it remained the sans. Tpere was no increase here i 
these yarns in 1930.4 

THE COMMISSIONER: You are still dealing with cotto 
yarns? 

MR. MgRUER: Ygs, my lord, but there was a decrease 
in 1936 when the intermediate tariff was Sdéptea in 


place of the general teriff,. 


THE COMMISSIONER; The intermediate tariff you say whs 


adopted in place of the general? 


MR. MgRUER: Was extended to thé United States. 


30 "THE COMMISSIONER: Jyst to the United states? 


MR. MeRUER: Yes, my lord, and that is all I have tolsay 
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in respect to cotton yarns, my lorde 
We now come to the subject of cotton fabrics. . Mr.| 
Hooper just points out in respect to yarn prices, my 
lord, that exhibit 1319 shows that the prices of yarn 
5 in the United Szates are up compared with what they were. 


THE COMMISSIONER: That is, they are up now? 


MR. McRUER: They are up now compared with what. the 
were earlier this year. 
THE COMMISS O'ER; Zagrlier this year? 
10 MR. MeRUER: Yese 
THE COMMISSIONER: On cotton yarn? 
UR. MgeRUER: Yes; for instance, cotton warp 10's 
singles in Jamuary was 25 cents and in December was 
29% cents. Yarns on tubes, 30', singles were 
32$ cents and on December Sist, 1936 57g, and the two 
ply 30's twisted,on January 50th, 1936 they were 
34 cents and to-day they are 59 cents. Hesiery on cones 
was 36 cents and to-dey they are 57 cents. So that 
there seems to have been no lowering of the prices tha 
would make anyone apprehensive of any unfair competi tiqn 
fron the United States in respect to these yarns, Mr. 
Hooper says that the prices have advanced in Iygland a 
well in the meantime. I suppose it is the general 
up-turn of prices pretty much the world over. 
THE COMMISSIONER: Wpat about Canada? 


MR. MeRUER: My. Gordon confesses they have advance 


in Canada as wells 
__ Now, we come to cotton fabrics. On page 60 I hav 
39 || copied a substantial part of exhibit 805 that gives 


the rates of duty appliceble throughout the years sine 
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1907 on cotton fabrics, and in this respect my friend, 
Mp. Kellock, has made some statements in his brief t 
I am afraid are not founded on the facts, in respect 
the rates of duty being less now, or less over the period 
of time than they were in 1897. 
THE COMMISSIONER: You are referring to what page? 
MR. MeRUER: I ea just looking for it now, my lord, 
eduaaairy vai bedaule Le eertéebela | de yon SOS, 
section F, of My. Kellock's brief this statement is m 
" The eatery of the tariff rates in effect at va 
dates on imports of cottons is shown in Exhibits 1 
507, 803, 804, 892, 395, S94. These exhibits show 
that the present tariff rates sffecting cotton goo 
are now lower than they have been for ths greater 
part of the period since 1897 when these tariffs w 
first provided. For example ~ the preferential ta 
rate on grey cotton fabrics was 21.9% in 1897 and 
15%, and the rate on cotton yarn coarser than 40's 
was 21.9% in 1897 and is now 123%." 
Now, exhibit 804 -- these exhibits do not show this t 
be a fact. In 1907 the rate on cotton fabrics was 15 
THE COMMISSIONER: Not 21.97 | 
MR. MeRUER: Mp. Kellock says in 1897 it was 2149. 
THE COMMISSIONER; You gny that should be 157 
MR. MgRUER: He says that "for the greater part of he 
period since 1897"-- 
THE COMMISSIONER: Byt more specifically he gives a 
examples | 
WRe MgRUER;: Which is in 1897.6 


THE COMMISSIONER: You say that should be 15? 
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MR. McRUER: In 1907 it was 15%, 

THE COMMIS STONER: I thought yee said 1897. 

MR. MoRUER : The statement here 1s the tariffs are 
lower now than they were for the greater part of the 


period since 1897 to pact 


probablys | 

MR. MeRUER: It is very much too broad. I don'ts kn 
what they were in 1897, If there are any exhibits, 
any of these exhibits telling what they were in 1897 
I have Poreetten that was a fact. 

THE C @IMISSIONER: I should expect they would becau 
My. Kellock gives an example and he says the preferen 
tariff rate on grey cotton fabrics was 21.9% in 1897. 

MR. MeRUER: Is that shown ea any of these exhibits 

MR. KELLOCK; That is my statement and I understand 
it is correct. 

MR. MeRUER: Wpich one of these exhibits is it in? 

MR. KELLOCK I think it is either 892, 895 or 894. 

MR. M_RUER: Yes, 892, YES~e 

THE COMMISSIONER: I, that right? 

lig, MgRUER: It is in 892; yes, that is right. The 
point is that the statement is made here that these 
exhibits show that"the present tariff rates affecting 
cotton goods are now lower than they have been for th 
greater part of the period since 1897 when these tari 
were first provided", What I am going to demonstrate 
is they are not lower now than they were for the grea 
part of the period since that time, by just giving th 


rates that prevailed at different times, From August 


THE COMMISSIONER t Well, that statement is too broad, 


al, | 


fs 


sel Rew bad TORE. at RON oe 
+ TeBL bine 0 tawort I 110 Tec TOMO a 
! era ati haat odd ws ened trematose on? + RUD OM via 


ont ze drag tet sors odd z0% orew yorit, nats wot rewol 


| “stab ov wees eonte botzeq ee 
nord oot ef gecetly + att y etlel + 8otho TeeTaod oer 
Pete & Udsdorg 
¥ sol ‘$105 I -Ba0%s oo dome yey ok eI ANU Fi 
‘at idittxe vas ee ered or veel at ‘erow vend tad 
veal ae omew ont tate aatites ee ididae evosdd to: vas ia 

sos 8 Bow $ ald nodtopro? evad z | 
wooed bivow vedi foegxe biworte I :sEMoLee, aria 9 4RT | 


| 
| 
i nore texq ods eyes et bins aiqmexe is s aovdy oollex sep | 
| TOOL af Reece ais W aolzde? wor #09 very no ote tized 
q a¢ididtze svartt te ye nt awoude ¢ waz at AB oa } co 
i bast exe baw i bare tomes ate i at fag? causa a8 Si 
stoerreo ‘ei $k | 
tat ti = et kdide eaed? 10 ano fo tg 1 AECHOM Be | 
| yh8 see) B08 en tadeto al tt aia bats 1: 2001 a ofA | S 
| +89 seid +20! 2A gi su | OS ts 
tadgi« tatd el : MOTE TID ane” 
| ed? stfait ef toch (BOY 2908 aa et rs: SIUM a u| 
| onontt ted? owd obom ai dnomed ate adit $ ass el tatog | ” es 
; attest Ls eetiox baba freserq edenteds mode ed ididne | 
/ se 2S heel aoe contd fisit tewol won ers ehooy notdos 
‘iced ered? sroalw veel oonte botsog ext 20 sneq xot eon 
| ef and esosteh ot Rom. Pats I ngh sab Brag vex lt orew f ii 
14 s075 edt sok stew cous reds wor sewol ton exe ved? ef 


~ &41)! rs a 


dat patvig gent yd ,emtt tedt conte boixeg out to for || Se 


De 
mo ys. 


da erassh a seen fsoreSke tA Joktavens sees y 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


RONTO - CANADA . 401 8 


23, 1897 to Jyly ist, 1898-- 
MR. KELLOCK; Not so fast, pleases 
THE COMMISSIONER: Wynat dates did you say? 
MR. McRUER: Aygust 23, 1897 to Jyly lst, 1898 
5 they were 2169 per cent. 
THE COMMISSIONER; Ag shown heres 
MR. MgRUER; Yes, my lord. That is under a reciprodal 
schedule, but from Jyly 1st, 18698 to Aygust lst, 1898 
they are 18% per cent. From ia, ent lst, 1898 to 
10 || swhy Ist, 1900 they are 182 per cent. 
MR, KELLOCK: Not so fast please. July lst, 1900 - 
MR. MgRUER: They are all in this exhibit. Haven't¢ 
you a copy of it? 


MR, KETLOCK: I would like to follow your statement 


15 
jnasmuch as you say my statement is not correct. 
MR. MeRUER: July lst, 1900 to November 50, 1906, 
they were 16-2/3 per cents 
20 
(page 14020 follows) 
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From 1907 to 1922, it was 15 per cent; from 1922 to 
1930, 125 per cent; fran 1930, 175 per cent plus 


5 eents per pound; 1956, 15 per cent. There are 
reductions efter 1930, in 1982 end 1933, but the 
point I meke is that they sre beck to where they wer 
in 1907, but they heve not -= 

THE COMMISSIONER: Do you ssy they sre beck to 
where they were in 1897 ? 

MR. MeRUER: In 1907. Between 1897 and 1950 thqre 
wes only the period between 1897 end 1907 that they 
were higher than they ere to-day, but my friend's 
statement would lead one to believe thet for the 
greater pert of thet period they hve been higher 
then they are toedey, They were down in the period 
from 1922 to 1930 to 124 per cent. 

MR. KELLOCK: Theat is only eight years. 

MR. MGRUER: I know, but your point is that for 
the greater part of this period of forty years -- 

MA. KELLOCK: That is eight years out of forty. 

MR. McRUER: Eight years out of forty they were 
higher, but your point is thet they are now lower than 
they have been for the greater part of thet period, 
end I em pointing oat that they ere not lower then 
they were for the greater part of the period, They 
are back to where they were for a great pert of it, 
from 1907 to 1922, but they are not lower than they 
Were. 


MR. KELLOCK: There is only one period of eight 
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years when they were lower than they sre now. 

MR. MeRUER: Bat your statement is thet they 
are lowér now, 15 per cent end 15 per cent; it 
is the same. 

THE COMMISSIONER: 15 per cent to 1922, and 
125 per eent fran 1922 to 1930. 

MR, MGRUER: That is right, 

THE COMMISSIONER: Wow itis beck to the 1907 
figure? 

MR. MoRUER: Yes, It is not lower than it Was 
in 1907, itis beck at that figure, 

MR. KELLOCK: The stetement is still eccurate 
although the picture is not as bright as it might be, 
There were thirteen years where the duty wag equel 
to or jess then it igs to-day, and nineteen years when 
the duties were higher than they are to-day, accordi 
to my arithmetic. 

MR. KoRUER? Twenty-three yeers, from 1907 
to 1930, 

THE COMMISSION*R: It & does not amount to much, 

Mi. MGRUER: It does not emount to much, but 
what I am getting at is that te put before us eny 
suggestion thet the duties are lower now than they 
heave been tor the greater period of the lest forty 
yeers is not quite the way to put it. That is res- 
péecting goods in the grey. | 

When we caue to bleached, in 1907 the rete was 
17% per cent up until 1922, when it wes reduced to 


1S per cent. In 1930 it wes increased to 20 per cent 
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plus three cents, end there s#6 Wertettens fron then 
on, In 1936, it is 18 per cent. So it is higher 
still than it ever wes from 1907 to 19356. 

THE CCMMISSIONER: Whet item sare you desling 
with now on this pege ? 

MR. MeRUER: The geme paragreph. The figures 
I am giving ere teken from Exhibit No,805. The 
réte is higher now then it wes from 1907 to 1920, end 
+ & per cent higher than it was from 1922 to 1950, 

Then when we come to cotton fabries coloured, 
in 1907 the duty wee 25 per cent; in 1922, 224 per 
cent, am in 1928 it wes down as fer es 20 per cent; 
in 1930, 224 per cent plus three cents per pound, 
15 end in 1936 224 per cent. These figures, too, 
it must be renenbered, sre British preferential 
teritfs and the higher teriffs still apply under the 
intermediste end generel scales; the specific duties 
are still there. I can go on through Exhibit No. 
20 604 in regerd to the yarns too, In 1907 the duty 
wes 17 per cent; in 1922, 15 per cent, end inl92s8 
tne item was split up, and 20's and coarser cane 
in at 10 per cent end 40's at 12 per cent. In 1930 
the duties were raised sgein. Now they ere 1235 
> per cat. But egain the seme thing spplies, thet 
while they ere lower under the British preferential, 
they are still messurably higher then on the generel 
end intermediate teriffs. 

MR, KELLOCK: I hope my friend has not found 


30 
eny more serious error then thet. 
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MR. MeRUER: The most seriois error in your 
factum is thet it is elb wrong in prinsiple. 

MR, KELLOCK: I will argue that, 

MR. McRUER: Berore I deal with the epplieation 
or the customs duties om cotton fabrics I heve to 
deal with something which I epproech with a con- 
Siderabie degree of timidity, and thst is the eustans 
lew that is epplicable. I decal with it here for 
the reason that its application to cotton fabrics 
attords a good illustretion of the eftect of the 
customs lews that heve been in foree particularly in 
the five years from 1920 to 1935. To say the lesst 
these lews are involved, Whet can be done under 
them, or whet could be done, and whet was dame, is 
elso a bit involved, 

THE COMMISSIONER: Perhaps thet is purposely 
the ease, 

Mi. McRUER, I make that a very specific point 


in my brief, my lord, the fact thet it is extremely 


undesirable to heave a customs lew thet is e mystery, 

thet is net clear, so thet the subjects of this 

form of taxation. do not know exactly whet the rate 

of taxation is, 

a | THE COMMISSIONER: You are quite right there, 

| Any taxing lew should be meade as clear as possible. 
MR. MeRUER: And thet is the reason I have spent 

sone time in my brief on this very subject of the 

custans law thet was applicable. it has been amended 


30 
in e degree, but it is not yet clear. 
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THE CGIMISSIONER: Those who are administering 
the lew fran day to day md month to month under- 
Sstend it better then you ana Ido, ani when they 
ask for en amendment they get it, and it is stuck 
in there. We do mt know what it means,tut they do, 


MR, MeRUER; They know, but I have said frankly 


in my brief that I doubt very mueh if the members of 


perlicment or the government sctually knew the effect 


of the eduinistration of this law, because I do not 


i understand how with their many duties they ¢ ould 
possibly know the effect of it. They may, but 
certeinly it hes teken me e long time with ell the 
assistence I have been able to get, to mater it, 

5 end 1 do not claim to have mstered it yet. 


Probebly my friend Mr. Kellock has, 
MR, AELLOCK: I do not know whether you or 
i is the standaréd., 
MR. MeRUER: I rather gethered from gome eitnee 
20 you seid in your brief that you had not quite mas~ 
tered it either. 
THE COMMISSIONER: Bat you both intend to enter- 
tain me with it. 
MR. MeRUER: We both intend to advise your . 
25 || lordship on it, 


MR. KELLOCK:. Not I, my lord. 


| THE. COMMISSIONER: You are satisfied ? 
MR. AULLOCK: I think it can be explsined 
without too meh mystery, my lord. It is rather novel 


30 ; 
to hear the cherge that members of parliament pass an 
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amendment without knowing whet it means. 
‘MR. McRUER: I do not think my friend wmld 
seriously contend thet thet has not been done, 


THE COMMISSIONER: There is e maxim which says 


: thet you must attribute to the legisleture a perfect 
knowledge of the lew. Thst is what you are invoking 
now, Mr. Kellock, 

MR. KELLOCK: It mst heve some foundation in 

+ fect, my lord, to obtein currency. 


MR. McRUER: At any rete we will deal with it ag 
best we gen. I eam gled my friend thinks he knows the 
intricacies of it ell. 

MR, KELLOCK: Whet my hon, friend is referring 

15 to, my lord, is a sitet ton whieh develops when a 
country is attempting to dump its goods into Caneda; 
that is, to sell its merchandise here below cost. 
You cannot heve a tariff rete of so much per cent 
set out in the act to which any boay cen turn and 

20 find it end apply it toe situation of thet sort. 

| It is more a question of the proper method. 

WR. MeRUER: There is no use tryine to argue 

that just now. TI understend thet point and I do not 


need to have it exylesined to me. 


| 38 Tiles COMMISSIONER: In Mr. McRuer's opinion the 
| lew is obscure and it might be clerified, and he is 
going to try to show us whet the obscurities are. 
MR. MeRUER; More then sree yy tex ought not to 
be imposed by @ ruling of a depertmental officiel. 
30 


THE CQMMISSIONER: That ise question of policy 
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for perliament. 
MR. MecRUER: It mey be a question of policy, or th 
there may be a recom:edation from this c annissi on 


teat thet course is en unwise one to adopt. Ido 


not know. At any rate all I intend todo is to bring 
out the teets, how the tax was eppolied, and the 
amount of the tex as compered with the tax that was 
imposed by perliement. 


I come to the first section of the Customs Act, 


10 


section 35. 

THE COMMISSIONER: Whet pege of your brief ? 

MR. MeRUGR: Page 61, my lord. 

THE CGIMISSIONER: Oh yes, under memorendum of 
15 Lew, 

MR. McRUER: Section 25 reads es follows: 

"Whenever any duty ad velorem is imposed 

on any goods imported into Cenade, the velue 

for duty shell be the feir merket value thereof, 
20 when sold for home consumption, in the principal 

markets of the country whence end st the time 

when the seme were exported directly to Ceneda," 

2, In the case of importations of goods the 

menufacture or produce of se toreign caintry, 
a the currency of which is sub tentially depre~- 
ciated, the value for duty shell not be less 
then the velue thet would be pie ced on similer 
goods manufactured or prod uced in Great Britein 
and imported frou that country, if such 


30 | 
similar goods ere mede or produced there. 
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S. If similer goods ere not made or pro- 

duced in Greet Britain, the value for duty 

shell not be less than the velwe of similer goods 
made or produeed in any Europeen country the 
currency of which is not substentielly depre- 

e ia ted, 

4, The Minister may determine the velue of 
guch goods, and the value so determined shall, 
until otherwise provided, be the value upon whic 
the duty on such goods shell be computed and 
levied under reguletions prescribed by the 
Minister.” 


THE CQGMISSIONER: Thet hes been the general 


law respecting valuation at least since 1922, 


MR. MeRUER: It hes remained unchenged since 


1926, et eny rate, 


THY COMMISSIONER: According to the volume 


I heve here the reference goes back to the Revised 
Stetutes, chepter 48, and enemendmamt in 1922, so 


the whole thing goes beck at least to 1922. 


ME. MeRUER: Yes, my lord, my note is 


thet the section has been unchanged since 1928. 


THE GOMMISSION:R: Much earlier than 


thate 


ME. MeRUAR: Sybsection 1 hasbeenin for a 


grest many yesrs. Some of the other sections msey 


have been amended, 


THE CGMMISSIONER: When were the statutes 


revised previous to 1987 ? 
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MR. MgRUER: Im 1906. 


MR, “ELLOCK: In 1906, 


THE CGMISSI ONER: Then this goes back to 


5 1906 with the exception of one emendmet maie in 

1922 ? 

MR. McRUER: Yes. Your lordship will remember 
thet there was a suggestion made thet some ection 
might be teken under this section in regard to 

10 Japanese goods, 

THE GOMMISSIONSR: Before you discuss what might 
be done, take that subsestion 4, which you have just 
read. It gives the minister wide powers: 

4 4, The Minister mey determine the value 
i er such goods .* 
Whet does the word "such" refer to ? 

MR. HOOPER: Similar goods made in Great 
Britain or some other Eyropeen country. 

THE CCMMISSIONER: .No, the rirst principle about 
ee the determinstion of the veluetion is the merket value 
in the principal merkets of the country of origin. 

MR. McRUER: Yes, my lord. 

THE COMMISSION“&R: If there is deprecistion 
there, then you hseve recourse to Great Britain, and 
- if the ¢oods sre not mede in Greet Britain, then 


you go to one of the Eyropeen countries where the 


| 
j 
| 


eurreney has not substantially depreciated. Then 
the statute goes on: 
a "The Minister may determine the value of | 
such goods," 
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Does that mean, when there ig no other wey open to 
him under the sct ? 

MR. McRUER: No, he determines the value. 

5 THE ¢ OMI ssrone : By applying one of these 
vrimiples ? 

MR. McRUER: By applying these principles that 
ere here. First there must be the feir mserket velue 
when sold for home ¢ onsumption in the principal mar- 

10 kets or the country whence the goods were exported 
directly to Ceneds; and in these other cases the 
Minister mey determine the ve lue applying these 
principles, and according to such regulations as may 
be laid down. 

bis THE COMMISSIONER: The rule in the case is thet 

the valie "shell not be less." It does not sey how 

high it my be, but “it shall not be less.” ‘That 

is under subsections 2 and 3. 

“MR. McRUER:’ Yes, my lord. 

a THe CGMMISSIONDR: It shall not be less. Then 

egein, the Minister may determine the value. So 

that gives the minister pretty wide powers, There 
is e bottom but there is no top. 

a MR. MeRUR: I think the proper interpretation 
‘of thet is that if the value in the eountry where the 
goods are prod uc ed is above the velue in Great 
Britein -~ it is not less then the value in Great 
Britein -- but they would essess it on the value in 


30 | the country where the goods are proiuced even if it 


hes e depreciated currency. I think thet is the way 
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it worked out in practice, igs it not, Mr. Hooper 7 
Mr. Hooper says it has only been used once. 
THE COMMISSIONER: Thet cofirms what I said at 


the outset. Iy is very indefinite, 


5 

MR. MeRU"R: It is uncertain. 

THE COMMISSIONER: And some preetice must heve 
grown up under it. There nevertheless is what 
Occurs. If you cennot find the value in the home 

‘6 merket, then you plese s value on the goods which is 


not less than the wiue whichwould be current in 
Greet Britain. It does not say, "not more then," 
but "not less than", and the Minister may fix the 
velue. Then similarly, if the goods sre not mede in 
15 Great Britein, agein ‘Vaid must heve a value which shall 
not be less than the value in someother European 
merket, ani egein the Minister determines the value, 
MR. MecRUER: It may be thet efter your Lords hip 
has stadied this, your lordship may be of the opinion 
20 thet strices me, and thet is thet the whole custaws 
lew as embodied in the Customs Teriff Act and the 
Customs m Act needs revisinn and ¢larifieetion. It 
igs a very heavy task, but st the nene time it does 


seen tom that as it stands it is not eagy tog know 


| a what cen be done and what cannot be done under the 

) act, and I think that officiels of the custans depart- 
| ment thenselves as well as importers have some 

) difficulties in that regard. However, that is sae 

| - thing for them to worry about probably, more than us. 


THE CGMMISSIONER: Except es consumers, 
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MR. McRUER: Except as consumers, yes, my lord. 
Then we come to the merket value. That is further 
dertined eid ktiad 26 which in 1928 reed as follows: 
"Such merket value shell be the fair merket 
velue of such goods, in the usuel end ordinary 
commercial acceptation of the tem, end as sold 


in the ordinary course of trade;" 


THE COMMISSIONER: I see that we were telking a 
iittle ahead of time beceuse there ig e@ limitation 
there. 

MR. McRUSR: Yes, That is a limitation on 
subsection 1 of section 35. 

THE COMMISSIONER: No, it might be even more tha 


thet. No, you are quite right; it is the market 


value, 
MR. MoRUER: Yes. Section 56 reads, in 1926, as 
rollows: 


"Such market velue shall be the fair mark et 


value of such goods, in the usual end ordinsry 
commercial acceptation of the term, and ses sold 

in the ordinery course of trade; Provided that 

| e discount for cash, for duty purposes, shall 
25 not exceed two emi one half per cent, and shall 


not be ellowed unless it har been actually 
allowed end deducted by the exporter on the 


invoice to the importer, " 


‘Thet is really point No.1, until we stert with the 


30 smendments that were made in 1950. Up until 1930 
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there hed been provision for » 24 per cet dise ont 
for cesh, but thet wes abolished in 1930, end that 
geve the Cenadien menufecturer e further protection, 

5 THE CQMMISSIONER: Now vive ere anticipating, 

MR. MgRUCR: Yes, 

THE COMMISSIONER: You heve just read the 1928 
revision which took into considerstion a bone fide 
discount of 24 per cent, 

10 MR. McRUER: Yes. 

Ta COMMISSIONER: And you sey thet wes ebolishe 
in 19350 ? 

MR. MeRUSR: Yes, on September 17, 1920, when 
section 46 was repeeled end the following substituted 

15 

therefor: 
" (1) Such merket value shell be the fair 

Merket velue of such goods in the usual and 

ordinary commercial acceptation of the term, 
and es sold in the ordinsry course of trede, 

e such value in no gese to be lower then the 
selling price thereof to jobbers or whole - 
selers generally at the time and place of 
‘shipment direet to Canada," 

aa Thet is e new principle introduced there, 

THE COMMISSIONSR: Did it do enything except 
to ebolish the 2) per cent discount ? 

MR. McRUER: It made this provision, thet the 
| value shall not be less than the selling price to 


30 || jobbers or wholesalers generally et the time and 
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plece of shipment direct to Caneda, 

THE COMMISSIONUR: Ane substentially the 
effect would be to abolish the 24 per cent discount ? 

MR. MeRUER: And abolish special prices to 
manufesturers, 

THE COMMISSION! P: Whieh prices mey be different 
from the prices to wholeselers or jobbers, 

MR. MeRUER: Yes, beceuse a men might bring it 
in for other purposes, 

THE C GQUMTSSIONER: As raw meterial ? 

MR. MecROUER: As raw meterial, At eny rate it 
hed the underlying effect of increasing the protec- 
tion, Subsection 2 of section 36 reads as follows: 

“ (2) Provided thet the value for duty of new 

or unused goods shell in no case be less then 

the actual cost of production of similar 

goods at dste of shipment direct to Cenede, 

plus a reasoneble sdvance for selling cost and 

profit, and the Minister shall be the sole 
judge of what shell emstitate e reesonable 
oivemed in the circumstences and his decision 
thereon shall be finel." 

Thet is an extremely importent section, 

TH COMMISSIONER: Have you noticed that the 
subsection 1 thet you heve reed hes been repealed ? 

MR, Me RU ER: Oh yes. 
THe COMMISSION: R: You know thet ? 
| MR. MgRUER: Yes, I em fates to thet. 


THE CGMMISSIONER: Sybseetion 1 heaving been 
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repealed, the whole thing is conteined now in what 
used to be subsection 2, which is just as you read 
it in the present law. 

MR. GcRUER:; No, there mve been chenges there 
whieh I deel with on the mext page of my brief. 
THE 0 GQIMISSLE ONER: - Will you reed it again 
while I follow the present wording ? 
MR. WeRURh: Yes, my lord. Subsection 2 reads 
es follows: 
" (2) Provided thet the value for duty of 
new or unused goods shall in no sease be less 
than the actusl gost of production of similar 
goods at deste of shipment direct to Canedae, 
plus a reasonable sdvence for selling ca@t and 
profit, and the Minister shell be the sole 
judge of what shall constitmte ea reasonable 
advence in the circumstances end his decision 


thereon shall be finel," 


THE COMMISSIONER: Theat is in the printed 
est I have here. | 

MR. MeRUER: But in 1936 that was emended. 

THE COMMISSIONER: And thig does not include 
the 1936 emendment 7 

“MR. MoRUER: No. Thatis show on page 65 
of my brief, 

THE COMMISSIONER: This only goes as far as 
1934. Is there not an office copy of the act as now 


in force ? 
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WR. McRUER: Here is e consolidated copy, 


but it is not complete to dete. 
THE COMMISSIONER: Here is one going up to 
1954. There ought to be a consolidated copy up to 
1936. This is en office eonsolidetion of the customs 
aet and of smendmcnts ap to 1924. There must be one 
later than that. 
MR. HOOPER: I do not know, but I will make 
inquiries. This pamphlet conteins all the chenges 
Pr ané brings the sections dealing with velue for duty 
up to dete, 
THR COMMISSION’R: Since 1924 ? 
WR. HOOPER: Yes, my lord, starting on page 4. 
15 THY COMMISSIONER: That mey be sufficient. 
MR. MeaRUER;: The protective effeet of this 
chenge that was made in the act on September 17, 
1930, when the o14 section 36 was repesled and the 


new one, which I have read, substituted therefor, 


eo 


20 was as follows: 
(1) The 2% per cent cash discount formerly 
allowe¢ might no longer be allowed tor reguler 
duty purposes. 
(2) If the menufacturer of textiles ebrad 

25 sold to mmufecturers at es lower price then to 
jobbers, the value for duty purposes, reguler 
and speciel, must not be less then the selling 


price to jobbers or wholesalers generally. 


me Tis COMMISSIONER: And that did, I am told 
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by Mr, Hooper, meke an ectual difference, did it ? 
MA. HOOPER: Oh yes. 
THE CGIMISSIONER: <All right, proceed, 
MR. MeRUEBR: Continuing to quote fram page 63 o 
my brief: 
(3) The velue for duty on. new or unused goods 
should in no gage be less than the actual cost 
or production of similer goods at the date of 
shipment to Caneade, plus a reasonable advance 
for selling cost and prorit. 
Il em going to desi at Leigth with the effect of that 
subsection because it really hed the effect of in- 


creasing the teriff proteetion by a ierge amount, 


-<- The commission took a ghort recess. 


-~ On Resuming: 


THE COMMISSIONER: Very well, Mr. McRuer, 


MR. MeRUER: In 1934 subsection 1 of section 36 


wes repealed, and the following section was added 
es section 56—a, So subsection 1 went out altogethe 


THE CQMMISSIONER: And 36-a came in. 


7 MR. MeRUER: And 36-a came in, resding as followag: 
"The governor in council whenever it is 
, tbennd expedient todo so, may order that 
excise duties end excise tax in whole or in 
| a part shall be disregarded in estimating the 


value for duty of goods of any kind imported 
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into Ceneda from any specified country, and 


may vary or rescind gach order,” 


THE COMMISSIONER: That Mekes it possi ble to 
give e preference to one country cover another, 

MR. McRUER: Pree isely, my lord. In the 
United States they had a consumption tex; in Japan 
they have a consumption tax, which is in the nature 
of en excise tax; in Great Britein they heave an excise 
tex on artificiel silk amounting to sixpence per 
pound, and I deel with those a bit later, 

THE COMMISSIONER: Where was the lowest ? 

MR, MeRUGR: In Great Britein. 

TH: COMMISSIONER: They have an exeise tax ? 

LiR, MeRUER: Aa excise tex of sixpence per pound 

THE COMMISSIONER: Ya the re mede eat home ? 

MR. MoRUER: In Great Britain. 

THE COMISSIONER: It is a true excise tax ? 

MR, McRUER: It is en excise tax, yes, my lord. 
On goods manufectured for export they allow a drayw- 


beck of one shilling, 


THE COMMISSIONER: Yes, that is the ugual thing 


in connection with an excise tex. 


MR. MeRUER: They allow a drawbeck Of One shilling 
instead of alee eiea. 

THE COMMISSIONER: where it seys, "The & overnor 
iti Gouncil whenever it is deemed expedient to do so, 
ay order tht exeise duties snd excise tex in whole 


or in pert shall be disregarded, " thel meens excise 
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duties in the country of origin, not in Cenada ? 

MR. McRUER: No, in the country of origin. 

THE COMMISSIONER: The excise duties end excise 
tax shell be disregarded in estimating the velue. 
without this seetion you add the excise tex end all 
other excise duties to the value ? 

ME. McRUER: Yes, it bee anes importent in deter- 
mining whet the fair market value of the goods was 
in the country of export, 

THE COMMISSIONER: Yes, 

Ma. MegRUER: When sold for home ¢ Misumption, 

THE C CMMISSI ON ER: Quite, beeceuse if you disregard 
wholly whatever the locel excise tex is, you lessen 
the merket value by so much, 

MR. McRUER: .Yes, my lord, 

THE CQM@sISSICNER: While you ere on that, if you 
ado not intend to deal with it later, I would esk you 
now to what extent has this section been made use 
or, 

MR, MoRUER: I em going to deal with that quite 

ela bora tely. 

TBE COMMISSION ER: Ail right, I.will let 
you do soat your om time. | | 

MR, MoRUER: In dune 1936 the following 
Section was sumtituted for whet had been subsec- 
tion 2 of iis a 26, the underlined portion being 
the addition to the section, 

THE C GQIMISSIONER: Of section 56, you say. 


MR. M¢cRUER: Yes, my lord. The f ollowing 
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section was substitwmted in June 1936, for what had 
been subsection 2 of section 36: 
"Section 36, The value for duty of new or 
unused goods shali inno case be less then the 
ecetual cost of production of similer goods at 
dete of shipment direct to Cenada, plus 
reasonable advance for selling cost or 
profit, -~ " 
Your lordgehip will remember that es it was before, 
the following words were included: 
and the Minister shell be the gole judge of 
whet shell constitute a reasonable sdvance 
in the circumstances and his decision therem 


shell be finel, 


TH: COMMISSIONER: Yes, anc those words are 
struck out ? 
MR. MeRUER: They ere struck out, my lord, but 
these words are added: 
“such advance not to be greeter then that 


which in the ordin»ry course of business under 


x 


nomial conditions of trade is adequate in the 
case of goods similer to the particular goods 
ander ccnsideration by menufscturers or pro- 
ducers of goods of the seme cless or kind in 
the country of export when sola for home con- 
sumption," 

Theat is whet is sabstituted for. the opinion of the 


Minister, am that is the basis on which the value i 
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now set. 

THE COMMISSIONER: That is the bottom, as i 
gaid e minute azo, is changed to this now ? 

MR. MoRUER: That is section 36, and I wish to 
deal with the other sections before I consider the 


eaetion that wes teken under this. We heve now 


seotions 41 and 43 of the Cystans Act to ¢ onsider, 


Section 4 of the Gus t ons Act, im 1928, read as 
follows; 
"41. Whenever goods ere imported into 
Canede uncer such cireumstences or comitions 
es render it aifficult to detemine. the value 
thereof for duty besause, - 
(e) sueh goods ere not sola for use 
or consumption in the country of produetion; * 
Theat would be the case, I suppose, of same spec ie. 
kind of goods. 
THE GC GIMISSIONER: Memurectured for export, 
MR. MeRUUR: Menufectured for export only. 
THE CQMMISSIONER: Like we grow most of our 
wheat in western Cenadea, for export only. 
MR. MeRUER: -Yes. To continue: 
"41. )b) a lesse of such goods or the right 
ot using the same but not the right of pro- 
perty therein is sold or given; . 


I suppose that would apply to machinery. 


i 
| 
| 
| 


MR. HOOPER: Shoe machinery. 


MRe MeRUER: Shoe machinery in perticuler, in 


respect to which there was & cease jnour courts some 
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time ego as to the menner in whieh it wes leased. 


Then (c): 


"“(g) Such goods having e royelty imposed 
thereon, the royelty is uncertain, or is 
not fron other causes = relieble meens of 
estimating the velue of the goods; or, 
(a) such goods ere usuelly or exclusively 
sold by of toegents or by subscription; or 
(e) such goods ere sold or imported in or 


under -- " 


THE CGMMISSIONER: In this office copy which 


Mr. Hooper gave me paragraph (e) is different. 

MR. HOOPER: Mr. McRuer will cone to that, my 
lord. There is ean eddition, 

THe COMMISSIONER: Which is the present law ? 
The one you sre reading ? 

MR. McRUER: No, this section was enended on 
April 22, 1936, but the one I am re ad ing wes in force 
during the period covered by our argument. 

THE COMMISSIONER: You ere giving it to me as it 
wes in 1928 ? 

MR. MecRUER: Yes. Paragraph (a) reads: 

" 4) (e) sueh goods are sold or imported 
in or under eny other unusual or peculier — 
menner or conditions; 

the Minister mey determine the value for 
duty of such goods, and the velue so deter 


mined shell, until otherwise provided, be 
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the velue upon which the duty on such goods 


shell be computed end levied, 


2, The Minister shall be the sole judge as 


to the existence of all or any of the causes 


or reasons eforesaid," 
Thet gives a pretty wide discretion to the Minister, 
This peragreph (e) wes repealed on April 22, 1926, 


and the following substituted therefor: 


10 


"(e) such goods by reason of the fact that 

the gircumstences of the trade render it neces- 

sary or desirable ere sold under conditios or 

to a elass of purcheser under or to which 

+ gimiler goods sre not sold by the exporter for 
home consumption; or such goode are sold or 
imported in or under any other unusual or 
peculiar menner or conditions;” 

The Minister being the sole judge under those eire 

cumstanc eg the section gives hime fsirly wide dis- 


20 
eretion. 


Pege 14040 follows 


25 
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| 
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| 
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: Mr. Hooper tells me that the reason for the 
amendment of Sub-seetion E,. was on account of the 
fact - for instance, goods would be sold vy the 
manufacturer in the Unit ed States direct to whole- 
salers-<< 

THE COMMISSIONER: Wholesalers where? 

MR. MeRUER; in the United States ~ But they would 
sell in Canada to a national distributor who would 
again sell to wholesalers in Canafa, Therefore it 
would permit the sale at a lower price to the National 
distributor in Canada than at the price that the 
Manufacturer sold to the wholesalers in the United 
States, because the manufacturer himself was the 
nations] distributer in the United States. 

THE COMMISSIONER: Then I suppose the value taken 
in this country is what is paid by the Canadian 
| wholesaler? Is that right? 

MR. MCRUER; No, the value ~-- 

THE COMMISSIONE + Here is what happened; *he 
american manufacturer is his own national distributor 
land he sells at a eortain price to unitea States 
jobbers and iaiaek laws but in selling to Canada 
he sells to a national distributor here at a sexieks 


|| price which is less than the price that the national 


distributor sells in Canada to our wholesalers and 
jobbergy Now then, when the value is for duty purposes 
am I to assume that the value fixed is that which is 


aid by our wholesaler or jobber? 
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Bay | MR. MCRUER: No, it would be something less. 

MR. HOOPER: No, the value paid by the national 
distributor, which would be a less price than 
sold for home consumption in the United States because 
the manufacturer was selling to 4 wholesaler over 
there and he would sell at a higher price than he 
would to a national distributor in Canada, 

THE COMMISSIONER: The effect of theaitiendment 
was to inerease dutys 

MR. McRUER; It was the reversés 

THE COMMISSIONER; It was to lessen it? 

MRe MCRUER: No, this was passed in 1956, It 
was taking a rail off the top of the fence, 

Then we come to the fixed valuation on page 65, 
and this again is a matter of very considerable 
importance in dealing with the protection that has 
been afforded to the industry in the past; 

"prior to September 1930, Section 4S of the 

Customs Act applied only to natural products 

of a class or kind produced in Canada, when 

imported into Canadas 

The sections read as follows: 

"If at any time it appears to the satisfaction 

of the Governor in Council on a report from the 

Minister, that natural products of a class cr 


kind produced in Canada are being imported into 


Canada, either on sale or on comsignment, under 


such conditions as prejudicially or injuriously 
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to affect the interests of Canadian producers, 


the Governor in Council may, in any case or clas 
of eases, authorize the Minister to value such 


goods for duty, notwithstanding any other 


1S 4 


provisions of this Act, and the value so deter- 


mined shall be held to be the fair market value 


thereof," 
THE COMMISSICNER: Now, that was Section 43, was not 

10 

MR. McRUER: That was Section 43 up to 1930. 
It was introduced in 1922, Introduced first in - 
1922 and operative - that is in evidence, 
THE COMMISSIONER: I notice it refers only to 
i "Natural products." 
MR. MeRUER: YesSe 
THE COMMISSIONER: That means agricultural pro- 
ducts? 

20 MR. McRUER: As a matter of fact I think it was 
introduced in the first place to give a measure of 
protection to producers of fruit and vegetables and 
things of that sort that were said to be dumped@ on 
this market at a time when other fruit and vegetables 


were just coming on in Canadae Take strawberries, 


for instance, I think there was considerable complaint 


from British Columbia that strawberries were being 
brought in from the United States and dumped on the 
30 Canadian market at lower prices than they ought to be.) 


I suppose it was rather a difficult thing to say 
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what the price for home consumption for strawberries 
might be in view of the fact there is the quality 


of the berries and the quality soon deteriorates if 


kept very leng and all that sort of things, It reall 


a 


was a section designed to meet an entirely different 
thing than the protection of manufactured goods¢ 
However, in 1950 it was extended to cover all classes 
of goods, 

10 THE COMMISSIONER: Well, if ysed to its utmost 
it could result in a total prohibition, 

MR. MGRUER: Ohy yese it was used for that pur- 

pose I thinks 

er THE COMMISSIONER: . De you mean now in its original 

7 form or in its new form? 

MR. McRUER; In its new form, when applied to 
artificial silk fabries, I iti nes know whether it 
was used for that purpose in its old form or not, 

20 || Mr. Hooper says it was intended to keep--- 
THE COMMISSIONER: That meant it was intended 
to keep, we will say, United States natural products 
off our markets during certain seasons, 


MRe. MeRBBR: . Yes. There was a Tariff Board 


25 
hearing on thise 
| THE COMMISSIONER: It was used, was it, as a 
| sort of sliding scale? That is, during certain season 
| the tariff would be prohibitive? 
30 


MR. HOOPER:.. The tariff is arranged in that way, 


THE COMMISSIONER: During certain months the 
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tariff is much higher than during the rest of the ye 
MR. HOOPER: Yes, but this was additional 

protection, 


THE COMMISSICNER; Was it applied only during 


nn 


certain seasons? 

MR. HOOPER: Yes, 

THE COMMISSIONER: How about the abe one? 

| MR. MecRUER: The new one is in general form, 

10 THE COMMISSIONER: How has it been used? 

MRe MeRUER; We had it used on the artificial 
silk fabrics, We have evidence of it being used on 
different textiles, There was fannelette, EC, 

15 || 2nd those exhibits I shall deal with to show how it 
was used and the extent of the protection that was 
provided under it, 

THE COMMISSIONER: It was under that that yo 
had 1453 duty on a 25¢ article from Japan? 

* MR. McRUER: Yess 
THE COMMISSIONER: without recourse being had to 

any surtax or before there was any surtax, 

MR. MeRUER: Yes, my lord, And it was the valu- 

25 ation under this section that the delegation “ho. 
visited the ministers was pleading to have restored, 

THE COMMISSIONER: On the 14th of January last? 

MRe MCRUER: YesSe Because under the provision 

of the American Treaty these — valuations were 


30 } 
withdrawn » were they withdrawn, Mr. Hooper, on 
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all. fixed valuations between Canada and the United 
States or just on certain things? 


MR. HOOPER: .Just on certain thin gs. 


THE COMMISSIONER; at least they must have been 


On 


on textiles. 
MR» MeRUER: YeS-s 
THE COMMISSIONER; Because automatically then 
the favour extended to Japans 
Ma. MeRUER; Yes, on account of the Most Favoure 
Nation Treaty provision, Now, the provisions are 
very broad in the sense that the language is such that 
one could interpret that to be applicable to almost any 
thing at alle 
THE COMMISSIONER: Well, there is mo doubt abou 
that, if there is goods of any kind--- 
MR, MeRUER;: "If at any ow it appears to the 
satisfaction of the Governor-in-Council --- 
20 THE COMMISSIONER; Pardon me, it is on a report from 
ee the Ministers 
MRe McRUER: . Yess -"on a report from the Minister 
that natural preducts of a class or kina produced in 
Canada are being imported into Canada, either on sale 
i or on consignment, under such conditions as prejudicially 
| or injuriously to affect the interests of Canadian 


producers.e.." Now, it seems to me that it does not 


need to be goods of the same kind that aremanufactured 


30 jin Canada if -— 


THE COMMISSIONER: Well then, the expression ysed 
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earlier is this - that foreign bananas may decrease 
the use of local applts., 
MR. MecRUHK: Yess The rain coats introduced may 
lessen the use of wibrellas or prejudice the use of 
umbrellas. 3 
MR. KELLOCK: There is fixed value on some kind 
ef rubber goods still as against Japan, fixed values 
on rubber goods coming from Japans 
THE COMMISSIONER: Under this section? 
MR. KELLOCK: Yes, so I am instructed. 
THE COMMISSIONER: I .suppose the benefits which enure 
fo Japan as a result of United States reciprocity woul 
enly go so far as concessions made to the United StateB. 
MR. MeRUER: When my friend says any fixed valuatiofs 
against Japan, that is mot putting it accuratelys 
There are fixed valuations of goods that have not been 
witodrawh. 
MR. KELLOCK: Answering your lordship's question, 
paragraph 4 of the letter to the Japauese Minister, 
on page 4, has the specific provision; 
"The values established under wetted of 
Section 43 of the Customs Act will be cancelled \ 
on January lst, 1956, on an extensive list of 
coamoditiess»* 

Not all commoditiess 

THE COMMISSION: I suppose that list would be the 

same as the list dealt with because it is by virtue 


of the Most Favoured Nation Treaty. 
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MR. KELLOCK; That would be true, 
MR. MeRUER: And these fixed valuations that 
have been put on are valustions that still prevail 


under the Intermediate tariff that have not been 


affected by the Treaty of the United States, but look- 
ing at it from a protective point of view the power 
that is given by Parliament here to the Minister is 
a very great one, to say the least - not to the 
Minister but to the Governor-in-Council, rather, 
THE COMMISSIONER: Well, when this cmcession was 
made to the United States it was then a matter not 
applied only to Japan but whatever other countries 
were in the Most Favoured Nation Treaty 
MR. MeRUER:; Which I think ineludes all countries 
but Germany, Is Germany in or out? At any rate 
certainly includes most of thems 
THE COMMISSIONER: Insofar as textiles are concerned 
when you have dealt- with the United States and Japan 
in addition to the British — pretty well-- 
not altogether, thoughs 
MR. M¢CRUER: No, there are some in regard to 
artificial silk yarns particularly, there are some of 
the European countriese 
‘THE COMMISSIONER: I think you will find they 
are almost favoured nations,» 
MR. KELBOCK: China is not. 
sar; MeRUER; China does not seem to be particularly 


favoured as a nation on anythings 
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Well thes, 1935 the section was further amended 
to limit the effect of the provisions of the section 
to goods not entitled to entry under the British 


Preferential tariff, That is that fixed valuations- 


On 


after the amendment at any rate - could not be put 


on goods that were entitled to entry under the British 
Preferential tariff, 
THE COMMISSIONER: You say the tariff was amended? 
10 MR. MCRUER: In 1953, and that is rather important 
in respect to something that developed immediately 
afterwards. 
THE COMMISSIONER: Just a moment. You haye it - 
43 (1)* 
15 
MR, MeRUER: That is at the foot of page 65. 
THE COMMISSIONER: It was a substitution, was not it? 
MR. MeRUER: This is as it reads at any rates 
THE COMMISSIONER: It looks like new sub-section . 
20 2, 45. 
NR. MeRUER: Yes, 
THE COMMISSIONER: You better read ite 
MR. McRUER: “Tf at any time it appears to 
the satisfaction of the Governor-in-Council 


on a report from the Minister that goods of any 


kind not entitled to entry under the British 


Referential Tariff --- " 


---"or any lower tariffs are béing imported into 


| Those are the important words. 
Canada either on sale or om consignment, under 
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such conditions as "prejudicially or in juriously 
to affect the interests of Canadian producers 
or manufacturers, the Governor in Council may 
authorize the Minister to fix the value for 
duty of any class or kind of such goods, and 
notwithstanding any other provisions of this 
Act, the value so fixed shall be deemed to be 
the fair market value of such goods," 
i THE COMMISSIONER: Well now, that replaces the former 
provision? 
MRe MeRUER: Yese 
THE COMMISSIONER: Which says, "Goods of any ; 
kinds" Now you have it instead of goods of any 
: kind it is goods of any kind not entitled to entry 
uader the British Preferential tariff or any other 
lower tariff. is there any lower tariff than 
the British Preferential tarirr? 
20 » MR. MeRUER: I don't think so, 
THE COMMISSIONER: Wheat is the effect of that? 
WR. MeRUER: Mr. Hooper says that there are 
Special treaty concessions such as in the case of 
New Zealand, Yes, I think I came across one of those 
¢ just recentlys 
THE COMMISSIONER: Which is not pert of the British 
Preference? 
MR» MecRUER: Yes; my lord; under special treaties. 
hd THE COMMISSIONER: Howrer, there are none outside of 


he British Empire, 
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MR. HOOPER: Not that I know of, 
THE COMMISSIONER: At first sight the change would 
appear to limit the power of the Governor in Council. 


What have you to say about it? 


or 


MR. MCRUER: Well then, what happened? it is 
historical nowy, but it is a matter for protection 
in the past, the department ruled that it did not alte 
the valuation that had been previously fixed on goods 
entitled to entry under the British Preferentiel Tariff), 
| That is, if there had been a fixed valuation put on 
prior to this amendment the valuation was continued, 
THE COMMISSIONER: Continued to run notwithstanding 
the repeal of the sub-section. 
MR. McRUER: Continued to run nobwithstanding the 
repeal, The ruling was contested before the 
Tariff Board and the Tariff Board ruled the Department 
was in error in maintaining fixed valuations on British 
20 goods, 
THE COMMISSIONER: That is, valuations fell with 
the disappearance of the Section? 
WR. Meruer: Yes, my lord, 
THE COMMISSIONER: Did it stop there? 
MRg MeRuer: That was not the end of it, The 


pew of the Tariff Board to meke this ruling was then 


contested and reference was made to the Supreme Court 
of Canada to determine whether the Tariff Board had 
power to rule on a question of law of that sort end 


the Supreme Court of Canada held that under the 
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powers of the Tariff Board they had no jurisdiction 
to rule on points of laws 
THE COMMISSIONER: They are only a fact-finding 
bodys 
MR. MGRUER: Yes, my lord, 
HE COMMISSIONER: They are not even 311 lawyers, 
MR. MeRUER: Then an action was brought in the 
Exchequer Court of Canada to recover duties over-paid 
by reason of the fixed valuations and the Exchequer 
Court decided in favour of tne importers 
THE COMMISSIONER: They held as the Tariff Board 
has held, without authority« 
MRe McRUER: Yes, the Exchequer Court of Canada 
agreed with the Tariff Boards 
THE COMMISSIONER: That means that the regulati 


maée under the old Section died with the Sections 


MR, McRUER: Yes, my lord, But at any rate --- 

20 THR COMMISSIONER: Sometimes you will find a claus 
when there is repeal in a new section saying that not- 
withstanding the repeal of this Section all reguistion 

made under it shall continue in force until replaced, 

WR. McRUER: In the meantime until this litigati 

was coneludea the industries in Canada affected by the 


fixed valuations had the benefit of protection that 


really did not exist in 1awe 


THE COMMISSIONER: Yes, I ean quite see thats 
i. It is only in the case where somebody actually importe 


and paid too much duty that person could have relief» 
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Those that did not import because they found the duty 


too high they had no reliefs 


MR. MeRuer; They suffered the consequences, 
THE COMMISSIONER: And that was all due to mistale 
5 of law made by the Customs Department? 

WR. MeRUER: That is probably unfeir to those 
engaged in the Department, Mr. Hooper teib me there 
was an agreement between the British Government and 
the Canadian Government that those old valuations 
would continue and that bohis 

THE COMMISSIONER; That would be only insofar as 
@ Great Britain was concerned# 

MR, McCRUER: Yese That, of course, would no 
apply to other eed gkeh dominions, 

THE COMMISSIONER: Nor to the rest of the world 
because you see the old section did not apply only 
to British Dominions, 

MR. MeRUER: This was only a matter of fixed 
valuations on British goods, The section as amende 
continued to apply to dll the rest of the worlds 

THE COMMISSIONER: Yes? I say the eld section appli 
against the whole world including British. 


MR, MeRUER: Yes, and continued to do so after th 


amendment» 


THE COMMISSIONER; But after the amendment, though 


under what is now in forcey the classes of goods 


30 to those entitled to entry under the British Preferenrfe 


Tariff? 
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MR. MecRUER: Yes, but on this unofficial protection 
which was on = it was illcgal protection that was 
maintained under agreement by British Government 
during certain intervals, 

THE COMMISSIONER: During certain iniebvals 
there was sn agreement which the Government made but 
had no powers to makes 

MR. MeRUER: It was there at the time it was made 
but had no power to continue its 

THE COMMISSIONER: Somebody must have thought 
it continued in force notwithstanding repeal of the 
Statutes | 

MR. HOOPER: Mr. Bennett did. 

THE COMMISSIONER: Does not matter who did. 

MRe MCRUER: Governor-in-Council did, because they 
not ofly eontested the fariff Board ruling but made 
reference to the Supreme Court by Order of Governor 
in-Couneil to determine whether the Tariff Board had 
power to make the ruling. 

THE COMMISSIONER: That was prebably properly done 
because it was necessary to detent ine what were the 
powers of the Boards It was ascertained then that 
the Board could only find facts and not decide points 
of law¢ That is one thing but the other thing is 
this: ‘That in the meantime that this agreement was 
subsisting it had the effect of keeping out possible 
importations on aecount of the high dutye 


MR. MCRUER: That is the only point I make, 
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THE COMMISSIONER: The point you make is that 

due to that mistake in law tuat while those sad actually 

peid the duties can get redress, those who éid not bu 

because afraid of the duty were out, that is alle 


There was an injurious measure of protections 


MR. MeRUER: Yes, my lord, 
THE. COMMISSIONER; That is a mistake, though, 
that might very well have been mad6e 
10 MR. McRUER: Yes, but it is the fact nevertheless 
that the protection was theres 
THE COMMISSIONER: YeSe 
MR. MeRUER: In 1936 the Section was amended by 
adding sub-section 3: 

"In the ease of any value for duty establishe 
under the provisions of this Section after the 
first day of January, 1956, any interested persons 
may apply te the tariff Board by way of appeal 

20 therefroms The Tariff Board shall thereupon 
conduct a public enquiry aad make its finding 
‘as to whether, to what extent, and from what perio 
such value is required to prevent the importation 
of goods into Canada from prejudicially or in juriops- 
ly affecting the interests of Canadian producers 


or manufacturers If no fixed value is found 


py the Tariff Boarad to be required, or if a lower 
vyalus is found to be appropriate, the finding 
of the Tariff Board will become at once effective. 


.If appeal is made to the Teriff Bard such value 
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authorized by the Minister shall in default 
of any finding by the Tariff Board in the mean- 
time cease to have force and effect upon the 
expiration of three months from the date of any 
such asplication to the Tariff Board," 
That again gives relief to those that may feel that 
they are injured by the fixed value, 
“The COMMISSIONER: That appears to be a carry- 
10 ing out of one of the stipulations in this letter 
with the Japanese Minister, 
MR. MeRUER: That is correct, 
THE COMMISSIONER: Paragraph 5. 
VR. MecRUER: There is only one comment I have to 
make on that and thet is the words "Prejudicially 
or injuriously affecting the interest of Canadian 
producers or manufacturers", Well, I suppose any 
importation at all would either prejudicially or 
20 injuriously affect the interest of the Canadian 
producers or manufacturers, The words seem extremely 
broad, If they were to be interpreted literally 
in a strict legal way you could get i fixed valuation 


on @limost anything at all, put if the fixed value 


25 
is to be used to a point to preserve Ganadian 
| industry from any prejudicial or injurious affect 
of competition from abroad it would have to be 
| practically prohibitive. 
30 


THE COMMISSICNER: Yes. It is hard to define these 


terms. If you could finé a definition for the term 
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"Reasonable protection" which is so often used, then 
you could predicate it on that definition, you could 
then probably arrive at what prejudicially or 


injuriously affected would be» 


: MR» MeRUER: They do use that term, my lord, in 
a general ways 
THE COMMISSIONER: Whet term? 
MRe MeRUER: Term such as your lordship suggested 
"4 in the treaty Suhidiee Canadan and Great Britain 
in respect. to what the Tariff Board is to do, I 
refer to that in my briefs 
THE COMMISSIONER If you could find as a matter 
of fact what that means - how much protection is 
15 


reasonable protection or what share, let us aay, 

of the howe market makes the condition reasonable, 

then you could see what would be prejudicial--- 

MR. MeRUER: That is the problem that the Tariff 

20 Board has to wrestle with in respect to these appli- 

cations that eome before it under the British Treaty 

but in respect to this clause as it is now - well, 

if it was administered according to the letter of the 


@lause it would simply mean that fixed valuation 


- could be put om which would be prohibitive,as was 

| done in the matter of the rayon, I thinks, And, 

again, -I will have to retrace certain discussions 

| of these sections when I come to deal with what is 
30 


doney, 


THE COMMISSIONER: If you could define fair 
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competition and unfair competition you might throw 
light on this. 

MR. MeRUER: They have passed an Act discussing 
unfair competition at one time and they made a bad 
hand on trying to define that. 

THE COMMISSIONER: If you could define anything 
precisely you would not require many officials, 

MR. MeRUER: At any rate, as this is worded at the 
present time it is designed in such a way for the 
maximum LiGebive taetan in favour of the manufacturer 
with no protection to the consumer, in the strict readins 
of it. I think thet a texing statute such as this 
ought to be the other way abouts The general 
interpretation ought first to be prima facie thet it 
is an extreme measure and there must be a limit within 
the terms of the statute, not a statute that gives 
practically an unlimited power of this sorte 
20 ||And then we come to "Currency valuations", which is 

Janother form of protections 

"Section 55 of the Customs Act reads as 
follows: 
All invoiees of goods shall be made out 
in the currency of the country whence the goods 
are imported, or in the currency in which the 
goods are actually purchased, and shall contain 
| a true statement of the value of such goods; 
4 and in computing the value for duty of such 


currency the rate thereof shall be such as has 
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been ordered and proclaimed from time to time 
bythe Governor-in-Council who is hereby empowered 
to make such an order," 


Now, that gives the Governor-in-Council the power to 


5 proclaim the rate of exchanges 
"The rate so ordered shall be based upon the 
actual value of the standard coins or currency 
of such country as compared with the standard 
dollar of Gunate insofar a8 such comparative 
values are known,» 

"Whenever the value of a currency has not 
been proclaimed, or whenever there is no fixed 
standard value, or whenever from any cause 
the value of a currency has become depreciated 

or appreciated, there shell be attached to the 
invoice of the goods imported the certificate 
of some Gounsul or Canadian Trade Commissioner 
20 resident in such place or country, or the 
@ertificate of a bank showing the extent of such 
depreciation or appreciation or the true value 
at the time of the exportation of the goods 
of the currency in which such invoice is made 
, eut as compared with the standerd dollar of 
| Canadas Proyided that the collector may compute 
the value for duty at the rate of exchange 
certified by the bank through. which the salle is 
30 é@rawn as current at the time and place when 


and whence the goods were exported to Canada, 
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THE COMMISSIONER: “Faithful” I think should be 


"Full. 


15 


25 


errors That section or sub-section is important 


MR. McRUEPR: "eees.8nd contain a true and full 


‘of all kinds and all expenses incident to slacing 


THE COMMISSIONER: Pardon me e moment, ‘The printed 
copy says "shall contain a full and true statement." 


MR. MeRUER: That has been probably a stenographer't 


in that it adds to the value of the goods - cartons 


and packing and all thet. It is a further protectiv 


14059 


“When the currency value is determined, 


as hereinbefore provided, at the time of entry, 
either by a Consul or Canadian Trade Commissioner{s 
certificate or by the certificate of a bank, 
such rate or value shall be final and nbt open 
to any readjustment by reason of the subsequent 
production of any certificate not corresponding 
in rate or value with that adopted, 

All such invoices shall faithfully exhibit 
the transaction between the @xporter and importer, 


and contain a true end faithful statementess..” 


statement of the actual price payable for the 


goods including carton, cases and coverings 


the goods in condition, packed ready for shipment 
to Canada, and no such invoice shall state any 
discount other than such as has been ectually 


allowed to the importers" 
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features 


THE COMMISSIONER: Is that all in the Act? 


MR. MeRUER: Mr. Hooper tells me it has been there 


for a long time. 


THE COMMISSIONER: Yes, goes away back to 1906 any 


howe 


MR. MCRUER: In 1933 the following was added to 


Section 6 of the Customs Tariff Act: I find this 
is repeated in my brief again but I put it in here 


because it has to do with currency valustions 


"Notwithstanding the provisions of any other 
law, the Governor in Council msy, from time to 
time and as eccasion requires, order and direct, 
subject to such exceptions as may be made, what 
shall be the rate of exehange fixed for any 
currency in computing the value for duty of goods 
imported inte Canada from any place or country 
the currency of which is depreciated, and 
in case a sum in Canadian currency less than 
the invoice value of the goods in the currency 
of the place or country of export, computed at 
the rate of exchange so ordered, be paid for the 
goods, the actual selling price ot the goods 
to the importer shall be regarded as less than 
the fair market value of the goods when sold 


for home consumption, and the provisions of this 


Section shall apply and special.or dumping duty 


shall apply equal to the difference between the | 
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Value of the invoice computed at the current 
rate of exchange or at theaverage current rate 
from time to time fixed by order of the Governor 
in Council, and the value of such invoice, 
computed at the rate of exchange for duty so 
ordered as aefve aforesaid, or maybe less than 
such differenee as the Governor in Couneil may 
from ‘tine to time order and direct;" 
So that this gives additional power to levy duties 
on the difference bétween the value of the goods at 
the current rate of exchange and the value of the 
zoods at the proclaimed or fixed rate of exchange. 
THE COMMISSIONER: Just a minute, On your page 
68, have you reproduced the whole of sub-section 9 (a) 
MR. HOOPER: No, my lord, just that dealing with 
the currency, 
THE COMMISSIONER: There is a great deal move in 
ite | 
MR. MeRUER: It is sit Sunrehenee oh page 73 
but this is just dealing - not with the dumping duty 
but the currency value reallyse I wait it under that 
heading of “Curreney valuations". In the first place 
the industry in Canada has the benefit of the varia- 
tion between the rate of exchange be tween Canada 
and any other country whose currency is at a premium 
in Canadas, That gives a natural protections when 
the reverse is true the consumer has not at the 


reverses He does not get the benefit that would 
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accume to him through a depreciation of currency in 
any other country. The manufacturer has the 
increased protection where there is appreciation; 


the consumer has the disadvantage of not being able 


to buy in those countries where eurreney is appreciated. 


On the other hand we have the special provisions 


dealing with the countries where there is depreciated 


currency. 
MRe KELLOCK: They are not automatic, of course, 
MR. MeRUER: They are.not automatie but they are 
effective when put into effect. Of course they are 
not automatics The other protection that the 
manufacturer gets is automatic, No doubt about 
That takes me to "Special Dumping Duties", 


THE COMMISSIONER: We will adjourn now, 


-- The Commission adjourned at 5 P.i\j, to resume 
tomerrow morning at 10«30 o'clock, 


ats 


esas 


at yenetivo to soldatoerqgeb 8 sguotdt mid of emmoos 
elt aed towtostunem eff. » »¥itayoo tedjo yas 


inoltalosigge ad o1redd .etedw aoltostoug beaaei0al 


olds gated jon to egatasvbse ld off agd tomuence edd | 
ob tetoexaqge ai yeastws evedtw eeitiauos segodt al ysd of | ; 

anoletvorg Ialeeqs edt eved ew dacd tedée est ao | 
| betaisexqeb al etedé etedw asiitiaves odd ditiw gaileeb | 
» YOLSITTIO | 
i 

,semso9 to ,oltametys fos ets yedt 3001192 .fM i| ai 
ete yedt tud oliamodve ton eta yout  s:HEVHgl fix | 
oie yedt eartuco $0 »tosite otal guq aedw evissetis i) 
edd isdd aolteetderg tadio eff eoivamedus ¢o8 | 
| | | 
tuode tduoh ou soijemodus al efeg teindos Ww aee | 

| oar 
»“selsa galquud Lelesqe" of em seat teat 7 
.700 mrwolbe ILiw ov. :AaMolcezuNoD wat | 
| 
{ 

eauest of ,M.a 6 #e bemwolbe nolceimmo> sft +- | ag 
etocisto GS .0f ts galarem wout0mes | 
e 4 
| 

AA mt ee Te ae me cw | a 

| 

| % 

3 J R ve 


OBT. BRYDIE 


CHARTERED STENOGRAPHIC 


REPORTER 
ONTO - CANADA 14 0 63 
ROYAL COMMISSION CN THE TEXTILE INDUSTRY 

| HON. MR. JUSTICE W.F.A. TURGEON, 
5 | | Commissioner, 
| 
| 

10 

ONE HUNDRED AND THIRD. DAY 
15 (February 4, 1937) 
ARGUMENT 

20 
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| Robert Brydie, 
| 30 Official Reporters 
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Commissioner, 


A.S. Whiteley, ‘Secretary, 
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A ppearaneeé 8; 


JIeCeo McRuer, K.Ge and ) 
10 E. Beauregard, K.C. ) Commission Counsel, 


| RL. Kellock, K.C. For Primary Textiles 
Institutes 


CoG. Heward, KC. 


| Aime Geoffrion, K.C. For Dominion Textile 


al 


and Company s« 
S.G. Dixon, K.C. For Courtaulds Limited, 
L.A. Forsyth, K.C. For Canadian Celanese Ltd. 
and Canadian Silk Products 
Limited. 
A,S, Bruneau, K.C. For Canadian Cottons, 


20 || Thos, Iremblay, K.C. 
and ; For M.z. Binz co. Limited, 


JH. Hebert, 


) Francois Lajoie, K.C. for Wabasso Cotton Company, 
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Ottewa, Onterio, 


Thursdey, February 4, 1987. 


5 || == The Cowmnission resumed at 10.50 a.m 


THE COMMISSIONER: Very well, Mr. MqRuer. 


ARGUMENT BY MR. McRUER, K.C. (continued) 


“J My lord, 1 was proeceding when we edjourned last 
night to desl with the subj ect of speciel or dumping 
duties, which is dealt with at page 68 of my brief. 
These duties are vrovided for under gection 6 of the 

| 15 Customs Tariff Act, Prior to the special session 
} of 1930, section 6 of the Customs feriff Act hed a 
Limited epplication, and it reed as follows: 
"6, In the case of articles exported to 
anita of « class om. dedied meade or produced 

20 | in Cenede -—" 
of ecurae, these words ere extrenely importent when 
we gane to deal with sane of the matters thet erise 
in the edministretion of the section: 

". if the export or sactuel selling price to 
2m | ‘en importer in Canada be less then the feir 
market value of the same article when sold for 
R home consumption in the usuel end ordinary couyse 
) in the ecantry whence exported to Cenade at thle 
tine of its exportetion to Cenade, there shel 1 
30 


in eddition to the duties otherwise esteblished, 
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be levied, collected end paid om sucharticle, 
on its importation into Cenada, a speciel 

duty (or dumping duty) equal to the difference 
between the seid. selling price of the article 


for export and the saic feir merket value 


thereof for hone consumption; and such special 
duty (or dumping duty) shell be levied, 
collected end paid on such erticle, although 


it is not otherwise dutieble,." 


(So thet it wuld meke no difference whether the 
edi was dutieable or not if it is sold to Caneda 
et less than the feir merket velue when sold for 
15 home consumption, The next paregraph put on a very 
speciel limitation: 
"Provided that the said special duty ehell 
not exceed fifteen per eent ad valorem in any 
eease;" 
- Theat, as your lordship will notice es I go on, was 
inereased in 1920 to fifty per cent of the value 
of the goods for duty. Theat involved an entirely 
different principle as a fundementel ba gis of fixing 
the duty. This is a dumping duty not to exceed fifty 
‘i per cent ed valorem, end we wiil come to thet in a 
moment, 


Then certein exceptions were provided for in 


the saet ag it was: 


oe "Provided also that the following gonds s hall 


be exempt fran such special duty: cis: 
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(a) goods whereon the duties otherwise 


esteblished are equal to fitty per cent ed 


veloren." 


Your lordship will notice the limitation of dumping 


duties there, thet it was evidently considered that 
it the duties were fifty per cent ed valorem the 
dumping duty would not apply. Then: 
"(p) goods of e class subject to excise duty 
. in Ceneda. 


I just mention these exceptions because it emphasizes 
what I was seying yesterdey, and thet was thet in 
eddition to the tariff increases thet have inured 

to the bemefit of or for the protection of Cene dian 
there were @ great many statutory changes 


15 industry, 


thet increased the protection és well. Then: 


"(g) sugar refined in the United Kingd am. 


(a) binder twine or twine for hervest binders 


menufeactured fran New Zealand hemp," 

| 20 and sO On. Subsection 2 is impor tan t: 

" (2) Exeise duties or excise texes ghall 

be disregerded in estimating the market velue 
of goods for the puzposes of special duty 
when the goods are entitled to entry under 


- _ the British preferential tariff, Intermediate 


teriff or any more fevoureble tariff." 


Thet is, exe.se duties end excise texes were to be 


aigsregerded, there wes 0 diseretion. 


THE C QUMISSIONERS Thet meens excise duties in 
30 
Great Britain ? 
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MR, McRUER: Yes, my lord, 

THE COMMISSIONER: appreising the feir merket 
value in Grest Britein you would not take into 
account the British excise duties ? 

MR. MeRUER: Thet is correct, my lord, for special 
duty purposes, Then (2A): 

"(24) Customs duties of the United Kingdan shel 
be Gisregarded in estimating the merket value 
of goods for the purposes of speciial duty when 
the goods are entitled to entry under the 
Intemediate teriff, or any more favourable 
teritf and sare bottled in bond in the United 

Tt eelatthacion cet direct therefrom," 

THE CCMMISSIONER: The word “bottl ed™ looks 
rather funny there, There is no doubt what thet 
Mee Nse 

WR. McRUBR: I think thet provision was probly 
or limited epplication, my lord. Then section 3, 

"S. ‘Export price’ or ‘selling price’ in this 
section shall be held to mean and include the 
exporter's price for the goods, exclusive of 
all charges thereon after their shipment fran 
the plece whence exported directly to Canada, 

4, If at any time it sppeers to the satisfattion 
of the governor in council one report from 
the Manister of Cyustans that the peyment of 
the special duty by this section provided for 
is being evaded by the shipment of goods on 


consignment without sale prior to such 
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shipment, the governor in caincil may in 
any cease or cless of cases autiorize such 
ection es is deemed necessary m to collect 
on such gous or eny of them the same special 
duty as if the goods hed been gold toen 
importer in Censaa prior t their shipment 
to Cen eda.” 
Theat of course is relevent to sanmething that we dis- 
cussed in Toronto and whisk I shell heve to discuss 
e little leter when I come to deal with the provi- 
sions in regard to dumping duty on goods shipped 
to Cenade on consignment, There were sane s tate~ 
ments mede at Toronto which do not I think quite 


15 sccuretely interpret the lew in respect to those goodq, 


Then 5; 


"5, If the full amount of any speciel duty 
of Customs is not peid on goods imported the 
Customs entry thereof shell be emended and the 
= deficiency paid upon the demand of the 
| Collector of Cus toms." 
Theat of course gives power, after the goods have 
been passed through customs, to go back and assess 


the importer for any duties that heve not been paid 


which ought to have been paid. The 6: 

6, The Mgnister of Customs may make such 
| regulations as are deemed necessary for 
carrying mt the provisions of this section 


and for its enforcement. 
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7. Such regulations may provide for the 
temporary exemption from special duty of any 
erticle or class of erticles, when it is estab- 
Lished to the satisfaction of the Minister of 
Customs that such articles are not mede or sold 
in Cenade in substantial quentities, end offered 


for sele to ell purchssers on equal terms under 


lixe conditions having regerd to the custam 
and ugege of the trede." 

Thet section hag some importance when we came to 
eonsider gome matters that are dealt with in my 
brief leter on in regard to the eviderme thet was 
offered to the Commission respecting certein er- 
ticles like habutei silk which were me de up special 


for the benefit of the custais euthorit ies. 


Then 6: 
"8, Sych regulstions mey also provide for 
the exemption from special duty of any article 
when the difference potwean the feir market 
value and the selling price thereof to the 
| impor ter ag aforesaid, amounts only to a small 
percentage of its feir merk et ve luce." 
Mr, Hooper ssya that that wes prior to 1950, the 
interpretetion of thet ghich allowed five per cent 
_ HE COMMISSIONER: Thet was their own working 
rule ? | . 
MR. McRUZR; Their working rule, yes. Then 


on September 22, 1950, the section wes repealed and 
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the provisions of the substituted seetion ere impor 

tent in that they incréased the protective feeture 

of the whole section. The substituted section read: 
* 6, (1) Im the ease of articles exported 

to Ceneda of a class or kind meade or produced 

in Cenada, if the export or actual selling 

price to en importer in Canads ig less then 
the fair market value of the seme article 
when gold for home consumption in the usual 
and ordinery course in the country whence 
exported to Cenede at the time of its ex- 
portation to Caneda, or is less -- ™ 

then these words ere importent: 

t.. or is less then the fair merket value or 
yelue for duty thereof as determined under 
the provisions of section 36 of the Cus toms 
Act -~ " 

Section 2%, es we sew yesterday, gave the minister 
the right to detemine whet wes the coast of menu- 
facturing ebroad plus 6 reesgona ble cost of selling 
end profit, and thet would be the feir market value 
for the purpose of the imposition of the special 
duty by the minister. In the eotton exemples thet 

| we deal with hereafter that wes done. Special | 
duty was imposed on the basis of valuations esteb- 
lished under section 36 (2). I continue with section 
6 (1): 

*~- or is less then the feir merket velue 


thereof es fixed by the governor in ¢aineil 


~oqal exe co lioee be as ts af — ‘te eco talvord or a a 


ewieet ov ienesese oat boseeront ‘out tent al snat 


> ihsot so it os hot sa Ht adv ot ‘ so bess olen adit x6 | y, “9 
| = SetTomne ae ip ists te oeae outt at Ww 2 ad | y 1 a 
¥e osfhonc ~o ehem bala £9 assto 8 te sbesad oF i ve 
| gutifes Lastes x9 ¢sogce odt TL ,aba.90 eo Be ae 
* aaae ssol-ali ehaned ai astrocal na ot eolrg 4 : 
ofeivre omnes si} to enter veatem ata? oat 
isuas of Z sk slit a thet gud r0% BLoe oo om | i 
 eemodw yttnwoe edt at oeT HO 8 gaat bro pas , | g 
-%9 ett te emit edt ta sbate? ot “Pertoaxs | 


| 
“ q 4 
" —- apel efi 2° Bb Siig’ os moltad 4 ve Me | q 


; rt aot soqut eis sbrow euost end 


xe eafey textem, tia? oait anctt aol et x0 rie | mi 
notan Samisnstod aa, 200% wud wt ouley “| pay 
amos BuO att to 35 no Lt o9e te ano ta v0 %6 ost ety i aed 
=> 904 4 

% 


revelata oft Ovey Yahzefeey wee ew es 8 no 14 p08 
_—T to tooo adf Baw ¢ ome palaroteb ot tapi eat 
wakiion ie sBa8 ala asi B99 3 extg baoxds gatwtonts 
; extev tedte ai tia oad ad b Laiow sesh bus -titot ¢ oe 
*fetoede eit to 08 t eogat eat 10 eeortas om | 2 


PP 


tails wo Lamas aertos ott al _stotelate oat oe call 


_intooad aed beak fede mY ta0 00 ste I 


~datse enols auLay te piesd ods ae seneeut aow | ub 
ots + s aay Ih 4 YS: Pe i hs! 1 ry 
; ihene tie exatiaoo I ff, B+. so iT soe sedan Bel 
~ * m . ’ hws al ene —_ 
| a & ci 4 ne ~ 


‘ ‘ — 
} ee “see | tae: TF wy 
wtp Me ves - : ni f ~ 
4 A BAe) ats , f 
: : " 
* «oe? ; 
7 . 
° he he Ret p 


“ < ; « ea 
<a " 
. salar settem tist 
. 4 : - ‘ ; = sd . om Fa " ae a 7 * 
= rein. 
i 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


ONTO = ~— CANADA 
(14072 
under the provisions of section 47 of the 
Customs Act, or is less then the velue for 
duty thereof es determined by the Minister 
under the vcrovisions of paregrephs (a) and 
{e) of section 41 of the @adtens Act, oris 
lesg then the feir market velue thereofeas 
fixed by the Minister under the orovigions of 
geetion 43 of the Customs Act << " 
So that we heve all those provisions introduced where 


‘the feir merket yelue, so to speak, is determined 


for special duty purposes. For instence, the fair 
market velue of artificiel silk was $1.25 per pound 


under the fixed veluetion provided forin section 43. 


15 


“When that was fixed, then special duty was assessable 
on the difference between the selling price ebroad 
end the $1.25 a pound, of course subject to the pro- 
vision I shell mention Ister in regerd to fifty per 
gent of the value -- thet is fifty per cent of the 
20 . 

$1.25 e pound. 

THE COMMISSIONER: That is to say, the dunping 
‘@aty wes not to exceed fifty per cent. 

MR, MeRUFR: We cone to thet in the next pare=- 
greph, my lord: 

25 . 

" .. there shell, in addition to the duties 
otherwise established, be levied, collected and 
paid on such article, on its importet ion into 


Ceneda, e special or dumping duty.” 
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MR. MGRUERs It is on page 71 of my brier, in 


the middle of the first persereph. It goes on: 


WF ee @ special or dunp ine duty,equel to the 
airference a Sinton the seid selling price of 
the article for export, end the said feir mear- 
ket value thereot or value for duty thereof." 

So that the ot Wovens is between the selling price 

ebroed and the fair market value either as deter- 

mined by the seles for home consumption or as deter- 
mined under any one of these provisions of the Customs 

Act in sections 36, 37, 41 end 4%. Mr. Hooper points 

out to me too that the crovisions of section 55 apply 

to velues that are esteblished under sections 35, 

36, 37 and 4. 

THE COMMISSIONER: Where do you get all that ? 
ME. MeRUER: Thet is from section 55 of the 

Customs Act, under currency valuations, Thet is, 

if there is en established currency valustion -- 

I will take an illustration for the purposes of 

argument -= if the currency of the United States was 

depreciated, and if under sec tion 66 the Minister 
established s value for duty pur poses by « scerteining 
the cost of production in the United States and add 
to it the cost of selling plus e reasonable mrk-up 
for profit, then thet would be the United States 
velue. Then if the United States currency is 
depreciated -= ’ 

‘THs COMMISSIONER: In respect to ours ? 


MR. McRUER: In respect to ours, end then there 
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is a valuation of the currency similer to the value 
tion that wes put on in regerd to te yen. Then 
the velue established by the Minister, the cost of 


produetion plus e reasonable amomnt for selling 


, cost end profit in the United Stetes, sould be in- 
ereesed by the increage in the value of the currency 
established under section 55. 

Now I eome to the next peragraph, my lord, 
end this is an extremely important change: — 

’ "Provided that the said speciel @uty shail 
mot exceed fifty per cent ed valorem in 
any case, and the following goods shell 
be exempt from sach apecial duty.-~ 

15 So thet we increased the fifteen per cent. 

THE COMMISSIONER: The ad velorem nentioned 
there means the velue errived et by all these 
devious ways thet you have been piling up ? 

WR. MoRUER: Ch yes. 

a THE COMMISSIONER: After you heve bailt up 


thet pyremid then this specisi dumping duty shell 
not exceed fifty per cent of thet ? 
KR. MeRUER: Thet is quite right. A very simplé 
case by way of illustration is the $1.25 e pound for 
25 reyon. ‘The totel duty thet wee peyeble wes 62% ste 

and reyon was selling in Jepen et 25 cents A pound. 
The yaluation put on here was $1.25. The difference 
between the two would heve been $1, but it was 

limited by this to 62h cents. 
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per cent to Tifty per cent we have an increase by 
all these special methods of ve lua tion for special 
dumping duty purposes, To continue: 

" Provided that the seid special duty shell not 
exceed fitty per cent ed valorem in any case, 
and the following goods shall be exenpt 
from such special duty, viz.: 

Goods of a class subject to duty under 
the Excise Act." 
my Those goods are not subject to tuis special tax, 
my lord, 
THE COMMISSIONER: it refers to the Excise Act. 
MR, MoRUERS The excise tax thet is paid on 
liquors, 
15 

THE COMMISSIONER: And tobeaecos 7? 

MR. MeRUER: And tobaccos and things of thet 

sort. That is not this tax, 

THE COMM LSS TONE No, this is a surtex. 

=f MR. MGRUER:. Yes. It goes on: 

"Provided, notwithstending, that on importation 
frou Austrelia, under the Australian Trade 
Agreement Act, 1925, the said special duty 
shall not exceed fifteen per cent ad veloram 
5 in any case." 3 

WE mentioned yesterday that there were special cases, 
special treaties. It goes oni 

"Notwithstanding anything in this Act conteined 
the levying and collection heretofore of specigl 


30 or dumping duty in cases where the fair market 
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velue of goods was determined by the 
Mgnister, ecting or purporting to act under 
the provisions of section 47 A of the Customs 
Act, as enacted by section 3 of chapter 18 

of the Statutes of 1922 (Section forty-three 
of the Cystoms Act, RS. 1927) is hereby 
retified end confimed," 

THE COMMISSIONER: Whet is thet? 

MR. MeRUER: There is quite a story in ¢canneco- 
tion with it. I remember having quite e bit todo 
with it at one time, 

THE COMMISSIONER: You ssy thet this section 
474 is now section 43 ? 

MR. McRUER: Yes, my lord. 

THE COMMISSIONER: Well, we know what thet is. 

MR. McRUER: Yes. At one time they imposed 
a fixed valuation on fruits and vegetebles, and then 
collected dumping duty. 

THE CGMMISSIONER: At thet time it applied only 
to natural products ? 

MR. MeRUER: Yes, my lord, but there was no 
statutory euthority for using thet fixed valuation 
es the feir merket value for home consumpt ion pur- 
poses for the purpose of epplying speciel dumping 
duties. These provisions were not there then, but 
they did it just the seme, end this is.sort of 
retroactive legislation. 

THE COMMISSIONER: That is, they texed without 


authori ty. 
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MR. McRUER: They texed without euthority. 

THE COMMISSIONER: And then hed it retified ? 

MR. McRUER: And then ratified it by this 
special legislation. 

THE COMMISSIONER: What is b coming of mr 
liberties £ 

MR. MeRUER: As a matter of fact I had ea brief 
for e large number of importers te collect back 
from the government the dumping duty which they hed 

. paid under these provisions, but the governmat 

would not psy anything. We went elong end along, 

end then finslly they passed this act. This sort 
of legislation is not eitogether new in Canada, 

15 THE COMMISSIONER: So it ratified whatever 

the minister did when he wes acting or purporting 

to ect under section 47 ? 
MR. McRUER: Yes, my lord, 
The subsection 2 reads: 

20 " (2) Exeise duties or excise taxes shall 
be disregarded in estimating the market 
velue of spods for the purposes of special 
duty when the g 00 ds ere entitled to entry 
under the British preferentiel taridd, 

25 int erme di ate teriff or any tariff more 


-fayourable than the General tariff. 


(3) Customs duties of the United Kingdan 


shell be di sregarded -« 
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MR. HOOPER: I think it is worded e little 
differently, 

MR. McRUER: Sybsection 4 is the sme, but 
subsection 5 is chenged: 


"(5) If et any time it eppears to the 


satisfection of the Minister that the 
payment of the special duty by this section 
provided for is being evaded by the shipment 
of good s_ on consignment without sele prior 
to such shipment, the Minister may in any 
cease or class of cases authorize such action 
as is deemed necessary to collect on such 
goods or Le of them the same special duty 

eas if the goods had been sold to an importer 


in Canade prior to their shipment to Canada,” 


THF COMMISSIONER: That was in before ? 

MR. MgRUER: It was in, in subs tentially the 
seme language. It gives the Minister power to meet 
cases where the privilege of importing on c msignment 
is abused. The principle underlying exemption from 
dumping duty on goods imported on consignment is 
this: If they are shipped into Cenaede on consignment 
they are still the property of the exporter in the 
foreign country, and they must be sold in Cenade at 
@ price that would not be lower than the fair market 
velue when sold for home consumption, plus all cherges 
or trem portetion, handling and so on, and the duties 
as well, So thet there is no injury dome to anyone 


if thet is carried out. Of course, this provision is 
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designed to meet the case of people purporting to 
bring goods in on consignment and who are probably 
teking advantage of th t privilege to sell the 
goods in Canade:on more adventageous terms than 
the importer could who imported them directly and 
paid ell duties. Then comes subsectim 6. There is 
a crenge here: | 
" (6) If at any time it appeers to the 
setisfection of the Minister thet eny person 
owning or controlling or interested ins 
business in Caneda and elso in any other 
gountry, or eny person cerrying on a busines 
in any other country and owning or con- 
trolling or interested in a business 
operating in Cenada, and by reason thereof 
is enabled to import goods for further 
manufacture or assembling or for resale, and 
while complying with the legal requirements 
on importetion disposes of such imported 
goods, whether in the form as imported or 
es further processed, esgembled or manufece 
tured, at prices below the duty peid value 
thereof as entered at Customs plus or in- 
cluding all cherges upon the goods after 
shipment from the place whence exported 
directly to Canada, including sales, distri- 
bution end edvertising costs, end plus, if 
any, the cost of processing, assembling or 


further menufacturing in Canede, the Ministe 
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may declere that goods of such class or 

kind were end ere on importation subject 

to en sdditionel special or dumping duty 

not exceeding fifty per cent and euthorize 

such action as is deemed necessary for the 

ecolleetion thereof," 
in eddition to the action which the sinister may 
teke under thet section, I submit thet the very 
length itself of this long end involved single 
sentence into whieh the whole seetion is put is a 
further handicap to importers in Cemada. I think 
if they were obliged to read and enealyze some of 
these sentences and find oat exactly whet they 
neen, they would throw ap their hends and say, 
"IJ will. buy at home." It is all in one long 
sentence teking up nearly half of a page. 

Then we come to subsection 9 which wes added 

in 1933. Bat first let me sey thet. in 1951 sections 
2 tois8 of the Cystomsa Teriff Act were repeeied 
but section 6 wes reenected in the identical form 
in which it was at the time of the repeal. Then 
in 1932 section 6 wes emended by adding subsection 9. 
And here egein we heave e very long sentemce, much - 
involved. What I heve said in regard to the real 
difficulty that e ley man importer is confronted 
with in reading a section such as this is important, 
I think, These ere texing stetutes, the statutes 
het teke awey fran people their common law rights, 


end yet we have a subsection here thet I confess I 
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heve read time and time sgein and still find ex- 
tremely difficult to follow, 

THE COMMISSIONER: It appeers to be all one 
sentence. | 

MR. MeRUER: One santenes @ whole page long. 
It s imply meens this, that manufacturers who have 
en orgenizetion end expert legal advise, who heave 
extremely competent experts such es my friends Mr. 
Hellem end Mir, Berry, end I say without hesitation 
thet I heve the grestest edmiretion for the know- 
ledge which these gentlemen have of the customs tariff, 
may be able to understand a section such es this, 
but the mean who waats to import in a small way 
cennot afford to employ men of thet sort. These 
lews ought tobe es simple end direct, and as plain 
as possible, SO thet @ man will not plece an order 
for gcods end then find thet he is loaded with 
duties that make theimportation e very serious 
matter for him even to hendle the order that he 
hes placed. I think it would be of greet co aumerm 
Giel benefit to the country if out of this commis- 
sion a lot of these mtters were simplified so that 
people would know where they stend in regard to 
their own commerciel affairs when they are dealing 


with foreign expa ters. 
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Now, this section, we will tackle it and wee exactly 
the difficulty that those dependent for their livelihopd 
on importing goods labour undef,» 

"Notwithstanding the provisions of any other law, the 

Goyerner in council may from time to time and as 

oceasion requires order and direct, subject to such 

exceptions as may be made, what shall be the rate of 

exchange fixed for any currency in computing the va 

for duty of goods imported into Canada from any pla 

or country the currency of which is depreciated"-- 
now, if they had stopped there it might have been more 
simple. 

"and in case a sum in Canadian Currency less than 
Y. the invoice value of the goods in the currency of 

the place or country of export, computed at the rate 
of exchange so ordered, be paid for the goods, the 
actual selling price of the goods to the importer 
shall be regarded as less than the fair market valup 
ef the goods when sold for home consumption" ,-- 
and agein they might heve stopped there for the purpose 
of simplicity, but there are two things involved here sm 
whether they mean the same thing or not I don't know. 
In one case they talk about the invoice value and in t 
95 || other place they talk about the actual selling price. 
{It says “in case a sum in Canadian currency less than 
invoice value of the goods in the eurrency of the place 
or country of export, competed at the rate of exchange 
so ordered"-- thet is, they would have to take the 


” invoice value and compute it at the rate of exchange so 


ordered and if less amount is paid for the goods "the 
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actual selling price of the goods to the importer s 
be regarded as less than the fair market value of the 
goods vias sold for home consumption", Now, do they 
interpret selling price as meaning the seme thing as 
invoice value, Mr. Hooper? 


MR. HOOPER: Yes, 


MR. MeRUER; “--and the provisions of this Section 
shall apply and special or dumping duty shall appl 
equal to the difference between the value of the 

invoice"-- that is the value of the invoice, again 


THE COMMISSIONER: Yes, the value of the invoice; 


that means the invoice price, 

MR. MeRUER; I take it the invoice price. 

"=~ computed at the current rate of exchange or at 

the average current rate from time to time fixed b 

otder of the Sevens in Couneil and the value of 

such invoice, computed at the rate of exchange for 
duty so ordered as aforesaid"-- now, I am preéty 
nearly lost. 

MR. KELLOCK; I cannot help you here. 

THE COMMISSIONER; You take the invoice price and th 
if you are dealing with depreciated currency the rate 
is fixed by the devernor in Council and thst becomes tht 
invoice price,"and the value of such invoice, computed 
at the rate of exchange for duty so ordered as aforesai 
that is ordered by the Order in Council. 

MRe MeRUER: Yes, but that is the price that is fixe 


as the fair market value, not fixed as the invoice pric 


THE COMMISSIONER: It says; "The value of such invoi 


computed at the rate of exbhange for duty so ordered as 
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aforesaid, or may be less than such difference as the 
Governor in oats may from time to time order and 
direct", Isn't there a mistake there in printing? 

MR. MeRURR: Just follow the printed form, Mr. Hooppr. 

THE COMMISSIONER: Of course, it being all one sentence — 
it is hard to know how far back you ean go without getfing 
lost. 


".- and the provisions of this Section shall apply 


and special or dumping duty shall apply equal to 

the difference between the value of the invoice cop- 

puted at the current rate of exchange or at the 

average current rate from time to time fixed by orger 

of the Governor in Council and the value of such 

invoice, computed at the rate of exchange for duty 

so ordered as aforesaid, or may be less than such 

difference as the Governor in Council may from tim 

to time order and direct;" 
Is the word "than" proper there? 

MR. KELLOCK: Yes, my lords 

MR. McRUER: They introduce something in connection 
with average current rate of exchange. 

MR. HOOPER; That was British currencys 

MR.McRUER: I know, but it is not clear from the 
statute, to anyone reading the statute, what in the wold 
they are talking about, If I were called upon to advise 
an importer about what his rights were under this one 
really has to go to the Department of National Revenue 
and say “you will tell us what the Act is, interpret 
your practice under it", 


THE COMMISSIONER: Yes, I faney that is right. Legis- 
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lation drawn up in this way puts you entirely in the 
hands of those who are collecting the taxes. Then, if 
they make any mistake Parliament ratifies it later on 
and you are out anyhoWes — 

5 MR. McRUER: It is not only that the people who pay 
the taxes should have the right to have the laws clear 
under which they are being taxed, but people that are 
engaged in trade and commerce ough’ to have the cleareqt 
ai of rules and regulations of trade and commerce 

10 laid down, not things that just simply drive one dizzy 
when you attempt to read them or define rights under 
them, and, as I say, it is a real protective feature, 
one that may be measured in a far greater degree of 
dollars and cents than we readily imagines 

“i THE COMMISSIONER: I am sure there is a grammatical 
mistake there, anyhow. Read that senten,ge. That wo 
"than" is not right. I think it means "by". "May be 
less'by’ such difference as the Governor in Council may 
from time to time order and direct", What can be "les 

“y than such difference"? 

MR. MeRUER: That is the way it is printed, 
THE COMMISSLONER: "--and the value of such invoice, 
computed at the rate of exchange for duty so ordere 

25 as aforesaid, or may be less than such difference 

as the Governor in Council may from time to tim order 
and direct;” 

I suppose you should take all those words.s 

"and the provisions of this Section shall apply amd 


30 special or dumping duty shall apply equal to the 
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"difference between the value of the invoice comput 
at the current rate of exchange or at the average 
current rate from time to time fixed by order of t 
Gevernor in Council, and the value of such invoice 


computed at the rate of exchange for duty so ome 


as aforesaid, or may be less than such difference" 
now, there is no sense to thats 
MR. MeRUER;: No; I have puzzled over its 


THE COMMISSIONER: At least, I cannot see it. Perha 


10 


if I took it away by myself and studied it awhile I mi 
see it. I do not see it sitting here. 
MR. MeRUER: In practice what they do, at any rate, 
I understand it, is figure the invoice value or selli 
‘i value of the goods at the price that the foreign expo 
has figured. Then, if there is 4 fixed rate of exch 
that value is increased by the rate of exchange as fi 
and the adifference~-- 
TSE COMMISSIONER: If the curreney of the exporting 
40 country is depreciated you bring it up to a parity, 
which is either the current rate of exchangs or an 
arbitrary rate fixed by the Governor in Council if th 
Governor in Council has fixed one, cither of those 
MR. MCRUER: That is right. 
25 THE COMMISSIONER; I understand that, but that section 
goes on to say “or may be less". What may be less? 
MR. KELLOCK: The duty may be less. 
THE COMMISSIONER: Less than what? 
MR, KELLOCK: You might get a difference of two 
st dollars and the Governor General in Council might say 


4+ should be one dollar, my lord. 
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THE COMMISSIONER: How might you get a difference o 


two dollars? 
MR. KELLOCK: If youtake the invoice value at the 


proclaimed rate you would get one figure. You have 


| . below that the invoisée value at the current rate, and 
| you subtract; that is the difference, and the Governor 
in Couneil is given authority by the section t say th 
shall not be the duty but it may be something less th 
a saernniiche At least, that is my understanding, 
THE COMMISSIONER: You see, when you have an expression 
“than such difference” that should refer to some 
preceding word, the context, where the word "difference 
is already used, 
¥ MR. KELLOCK; It ata "the difference between" up 
aboves 
UR. MeRUER: "igual to the drtereneen—=- 
THE COMMISSIONER; Where is that? 
20 MR. KELLOCK: "-=- special or dumping duty shall appl 
egual to the differeace between"-- 
THE.COMMISSION:R:...'--between the value"-- 
WR. KELOGCK: “--the value of the invoice computed 
at the current rate of exchange" od teak would be the 
25 


bottom line. 
THE C GMISSIONER: I know, but it is equal to the 
difference between the value of the invoice computed 


at the current rate of exchange, if there is no special 


30 ||rate set; that is what it must mean, or it is computed 
at the rate fixed by the Governor in Council. 


MR. KELLOCK: If there were no special rate set the 
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would be no currency dumping duty. 


THE COMMISSIONER: “Or may be less than such difference"; 
that means by such amount as the Governor in Council 


may fix; is that it? 


MR KELLOCK: Yes, my lord; my point is this. You 


: take the invoice value, and if the Governor in Council 
has set the rate of exchange you figure the top line 
at that rate and that gives you one figure. Then you 
figure the invoice value at the current rate and sub- 

a tract that from the first figure, and that is the 


difference, and that is said to be the currency dumping 
duty under the section; but the Governor General in 
Council may provide that the currency dumping duty is 1 
be something less than that difference. In other words 
15 || taking the proclaimed value of the yen; supposing the 
invoice comes in at one yen, my lord, and at the 
proclaimed rate the value would be 595 cents. Thatis 
the top line. At the current rate of exchange it would 
pe 29 cents, That is the bottom line. The difference 
20 |} would be 10,5 cents. Well, under the first part of 
the satctiie tant is the currency dumping duty, but the 
Governor General in Council may provide that the duty 
shall be something less than that difference. It may 


be five or anything elses 


= THE COMMISSIONER: Well, in any event, I watule Se haye 
heard enough to show that the law is in a very intricate 
condi tione 
MR. KELLOCK: It is a long sentences. 
fe THE COMMISSIONER: It is not only a long sentence; 


it is worse than that. There is nothing in it that 
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eannot be reduced to intelligible language. 
MR, KELLOCK; I think they could do a lot better job 
than thats 
THE COMMISSIONER: By making three or four different 
5 sentences of ite 
MR. MCRUER:Mr. Hooper suggests that at the time whe 
the British pound was depreciated they took this actio 
and interpreted it in this way, that when the rate of 
| exchange was say $4.00 as it was as compared with the 
10 regular rate of $4.85 they proclaimed a rate of $4.40 
I think -- the value for duty was proclaimed at 
$4,86-2/3. . Everything at that time was valued on the 
basis of the pound being at pars 
THE COMMISSIONER: Although it was at $4,40. 
a MR .McRUER: Although it was $4.00. If you came in 
from England and brought anything with you you paid duty 
on it at $4.86 notwithstanding you had paid $4.00 for 
your money when you went over there. Then, for dumpi 
duty purposes they had another rate of 4040. Now, 
a that is corrects I don't know that thet is a corre¢t 
interpretation, that that was a correct course under 
the exact wording of this statu tes 
THE COMMISSIONER:However, I don't think we need ta 
m up any more time with it, ‘You have called attention 
to the condition of it. I think that is all that is 
necessarye 
MR. MoRUER; Then we go on to a different principle 
following the semi-colon ~- 


30 "and the Governor in Council may order and direct hat 


in all eases of sales or consignments of goods 
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"imported into Canada, where the importer owns, co 
trols or is interested in the business of the expo 


ter, or the exporter owns, controls or is interest 


in the business of the importer, or the importer a 
exporter operate under a controlling or holding co 
pany, notwithstanding the expressed terms of the s 
or consignment, the transaction shall be regarded 
a sale and the actual selling price to the purchas 
in Canada shall be taken to be the value of the go 
in the currency of the place or country of export 
verted into Canadian currency at the current rate @f 
exchange, or at the average current rate from time 
to time fixed by order of the Governor in Council, 
and shall be regarded as less than the fair market 
wakes of the goods when sold for home consumption 
and the provisions of this section shall apply and 
special or dumping duty shall be deemed to apply 
equal to the difference between the value of the 
invoice computed at the current rate of exchange o 
at the average current rate from time to time fixe 
by order of the Governor in Council, and the valuejof 
such invoice computed at the rate of exchange for 
duty so ordered as aforesaid, tt Way be less than 
such difference as the Governor in Council may fr 
time to time order and direct.” 


THe COMMIS -IONER: I think a lot of this condition 


arises from the fact that they insist on using those 
words which have lost their real meaning such as "fair 


30 market value", Take fair market value in the home markete 
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We know from common sense what that is. There it is; jit 


is sold at such a price to everybody. They insist 
| on adding all sorts of things to that and still ecslli 
it fair market value in the country of origin. If they 
would drop all that and tell us plainly what they wan 
to add then it would be clearer, Ag it is you have 
duty on something thet has no relation to market valu 
any place else, If they would do that then we would 
know what was what, but they insist on carrying these 


“7 terms right through. That is what confuses one. They 


no longer mean anything; they heve lost all their original 


meaning, but still, there they are, "Shall be deemed 
$e be the fair market value"; why don't they simply sa 
*shall be the value on which they shall be taxed", 

15 MR. MCRUER: Yes, just the value for duty. 

THE COMMISSIONER: Yes; it has lost ali relation to 
market value. The market value in the home country is 
entirely invisible there. 

MR. McRUEH: The additbonal protective feature of this 

20 last portion of the section is that special duty was 
leviable in a case where a foreign exporter owned or 
controlled a company in Canada where heretofore it was 
not payable so that it was again adding bricks to the 


= Then, we go to July, 1954, and the section is amend 
by the insertion of 2A, which bears a still further 
protective feature. No, that is not right. I+ is 
exactly the opposites 

ps THE COMMISSIONER: It is what? 


MR. MCRUER; It is a reduction of the protections 
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" The Governor in Council, whenever it is deemed 

expedient to do so, may order that excise duties o 

exeise taxes in whole or in part shall be disrega 

in estimating the value for the purpose of special 

duty" -= 

THE COMMISSIONER: "In estimating the market value" 
the word "market* is stuck in there again. That is j 
what I was saying a moment ago, “in estimating the m 
value" 

MR. MeRUER: Quite right; "--in estimating the mark 

value for the purpose of special duty of goods of 

kind imported into Canada from any specified count 
when the same are entitled to entry under the Gene 

Tariff, and mey vary or rescind such order" « 

THE COMMISSIONER: I wonder what use is made of tha 
powe fr. 

MR, HOOPER: That was used in connection with the 
excise tax in the United States on cotton -- the proce 
ing taxe 

THE COMMISSIONER: That is one example. 

MR. HOOPER: That was set up under 36A as the value 
for duty, and this is allowed out for special du ty 
purpo seSe Before this went into the law we only 
had exemption when goods were entitled to entry under 
the intermediate, British preferential or any tariff 
more favourable than the general, At this time the 
United States was under the general tariff. 

WR. KELLOCK: The same applied to the Japanese 
excise taxs | 


MR. HOOPER: No, Japen was under the intermediate 
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tariff, and subsection two would take care of any 


importations coming from the intermediate countries. 
MR. MeRUBR: Then, in 1936 subsection one was repe 
and the Pollowing substituted ~~ : 
2 " In the case of articles exported to Canada of a 
eless or kind made or produced in Canada, if the export 
or actual selling price to an importer in Canada i 
léss than the fair market value of the same articl 
when solé for home consumption in the usual and 
ag ordinary course in the country whence exported to 
Canada at the time of its exportation to Canada, o 
is less than the fair market value or value for du 
thereof as determined under the provisions of sect 
‘@ thirty-six of the Customs Act or is less than the 
for duty thereof as determined by the Minister und 
the provisions of paragraphs (a) and (¢) of sectio 
forty-one of the Customs Act, or is less than the 
fair market value thereof as fixed under the provi 


a ef section forty-three of the Customs act, there s 


in addition to the duties otherwise established, b 
levied, collected and paid on such article, on its 
importation into Canada, a special or dumping duty 
equal to the difference between the said selling p 

25 of the article for export, and the said fair marke 
value thereof or valw for duty thereof; and such 
special or dumping duty shall be levied, collected 
and paid on such article although it is not othe 

' dutiable,. 

30 


Provided that when it is established that any 


articles though of a class or kind made or poduce 


S0LaL 


yas to etso sitet hte owt notooadir bra ,ttitst | 


seeizisvos eta thowreds nt add mort getuoe auto 9zoqu | 


os bet ut ttadue gabroltor ond brs 
cs % Bbans® of hedtogxs aelottre to eego eft at »* 
® ed? ti .sbeaed at Seouborq to shem beiy +o neste 


gl Bb ais 0 Rf tedroqmt ms of seizy exiiies fesst on ‘ro 


nm enineteshineensisinannsetapenianerneiouneticaiSamnesinsemperseneset en 


# io pe otise edd to eulev tesitem cist edé sett weet 


Bae fapew ott ni no tment 9 emo t0T Sles nedw 


i 


or ieteierxe eodciw ywaren edt ai setyss Vitam bro 
4° ,SbSnp9 of noltattegxe ef t to emts off te 8hzeaigd 
#S TOT exisv +o eulev tedtem tist adt anstt e20l af 
4foee to enoltetverq edd tebay bentwrateb es tToeted? 
‘y off med? eeel efoto S84 emotayd edt te xle-viviny re 
his tevaini edd yd bemturete az Toetadt viph tet 
sitese to (@) bes {s) edigetgeteg Yo enoleiverg edt 


| ond ned? eeel ef ro tod setoterd oft to emo-yrot 


ne tenner nin en =stena einen aeiniiaiersSninnnineneaneennenseiisgionpenoee ee eee Sanne earner 


pivetg ef¢v tebas Boxit es toerad¢ entay vexttent tiet ee 
fa ox ont .voa emote edd to serdi-yirol moltese to. | oe if 
d ,bodatidates es iwiadso asitub eit of Beltibbs ok | 
wii m9 Oioitne foya ao bieg on8 beteelloo , betvet os | 
|ytus eniqnnd zo fetoags & ,#5a020 ofai moss ads oqatt 
Ofte guiiiee bise eft ssewted esnere' tt ih edt oF Isupe ease 

eizet ist fies edt Bees (Ftogns ot eioltrs elt. to | a 
desl Ss6 3 toexnsdt views rot ley £0 toomsct eulay ng H 

Sedvelfoe ,holves ev Ilede ytuh arigmsh 10 Lotoene i 

en f sive gem ek tt dgvodtis eLottya # gfe mo bisg Sis | 
Wis dads Dedeitdates et tt nodw tedt bebivort _ eS 
| -peoubeag Te ekam iki co easte 2 to dguoit geteitra s| aa 


, 
7 
a 
er 
‘ 


‘ 
Sh 
te 
“ 4) 

in 
ut 
ts 
-. 
— 
Np 
# ‘4 A 
e 
| % 

A 

ri. 
ie 
i 
‘ 
(a 
| 
> 

~d 

] 


> 


; of 
: 
y a 


= ne i 


OBT. BRYDIE 


| erga STENOGRAPHIC 


REPORTER L 41 07 


iTO - CANADA 


"in Canada ere not offered for sale to the ordin 
agencies of wholesale or retail distribution or a not 


offered to all purchasers on equal terms under lik 


conditions, having regard to the custom and usage 
of trade, such articles may be exempted from speci 
or dumping duty". 

Now, that last proviso wes an important exception, 
THE COMMISSIONER: I suppose that it means that 
when the articles imported are not going to compete 
with the home made article in the open market then 
the special duties are not applied. 

MR. MeRUER: Mr. Hooper tells me it was made to cover 
cases of this sort. A manufacturer of, we will say, 
a certain type of machine, sold through his own agencjes 
here. He was the only manufacturer of that type of 
machine here, and the Canadian retailer cannot buy fr 
that manufacturer to sell the machines. He has his 
own form of distribution in this country, and a retailer 
goes and wants to buy the machines, such as sewing 
machines, to sell in his store, He cannot buy them 
from that natn a are so that -- 

THE COMMISSIONER; The mamfacturer sells directly 
to the consumer? | | 

MR. MecRUER; fhe manufacturer has his own sys ten 
of di stri butions 

rE COMMISSIONER; Te the consumers 

MR. MeRUER: To the consumer ; we the retailer canno 
get the machines, sewing machines, we will say, to 
sell and has to import them and would have to py 


dumping duty under the provisions of this section, bu 
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| this proviso has relieved that situation. Then-- 
"provided that the said special duty shall not exce 
fifty per centum ad valorem in any case*-- 
That renains where it was before so that as between 
prior to 1930 and to-day we have an increase from 15% 
to 50%, Then, in 1936 subsection 10 was added, and this 
subsestion is importante 
"(10) For the purposes of this Act articles shal 
not be deemed to be of a class or kind made or pro-~ 
duced in Canada unless so made or produced in subs 
stantial quantities; and the Governor in Council ma 
by order in Council provide that such quantities, 
to be substantial, shall be sufficient to supply a 


certain percentage of the normal Camadian consumptipn 


and may in such order fix such percentages". 
THE. COMMISSIONER: Have any percentages been fixed? 
MR, MeRUER; Yes, the next paragraph deals with it, 
my lord, the next paragraph in my brief, on page 715% 
On July 2,1936 an Order in Council was passed under 
the provisions of subsection 10 which reads as follows: 
e It is aS, ordered chat articles shall not b 
deemed to be of a class or kind made or produced i 
Canada unless a quantity sufficient to suppiy 10 
percentum of the nommal Canadian consumption of suqh 
article, is so made or produced". 
So that -- 
THE COMMISSIONER: Are you going to a new topic? 
MR. MCRUER; Yes¢« 
THE COMMISSIONER; We will take a few moments. 


-- The Commission adjourned for a short recesss 
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-- On resuming at 12 P.M. 
MR. MeRUER: . Before I proceed toe deal now, my 
lord, with these practical applications of the law 


as exemplified by the Exhibits that have been filed 


cn 


in regard to cotton fabric, I want to summarize the 
eetion that has been taken in regard to the exchanges 
rates” between Canada and Japan chronologically. 

The gold prity of the yen with the Canadian dolls 
was proclaimed at 49.85 in 1916. The proclaimed 
yalue was cancelled and immediately re-established 
at the same value on the 12th of November, 1931. 

On the 22nd of December, 1931, the current value of thp 
yen went below the per or proclaimed values Effectiv 
the 20th of July 1985, the value of the yen was | 
proclaimed at 4le5ls | | 

“HE COMMISSIONER: That means then, does it, 
thet from 1918 down to July 1935, the value remained 
20 at 49,85? 

MR. Me “uer: Yes, my lord. 

THE COMMISSIONER: And then in july, 1950, was 
reduced to 41451? 


MR. MeRUER: Yes, or, of course, if the current 


ce rate was higher then that --- 
THE COMMISSIONER; The current rate prevailed, 
when it was higher onlys 
MRe MCRUER: Yese This action to fix the valu 
30 at 41,51 was taken while the Government of Canada 


was conferring with the Japanese Government with regayd 
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to the basis of valuing goods imported from Japan. 
That was just at the time of the negotiations in 
mid summer of 1935, Then on the 28th --- 

THE COMMISSIONER: Those negotiations did not 
suceeed apparently. 


MR. MCRUER: No, they @id not succeed and the 


surtax went on in Japan just at that times 
THE GOMMISSIONER: And our Own surtax, 
MR. MeRUER: And our own followed immediately. 
On the 28th of December, 1955, effective the lst of 
January, 1936, the value for duty purposes ef the 
yen was proclaimed at 39+ Effective January lst, 
1937, the value is at 55 cents, 
THE COMMISSIONER: It is 35 cents now? 
MR, McRUER: Yes, 
THE COMMISSIONER: It is regulated now by this 
five-year plan? 
MR. MeRUER: Yese 
Commencing at page 76 of my Brief, my lord, we 
deal with those exhibits that were filed by Mr.Hooper 
in reference to various types of cotton fabrics. 
The first exhibits 829 end 835 deal with 40" sheeting, 
48 by 48, 2485 yards to the pound. Now, I have 
extracted from those exhibits certain information 


that illustrates the effect of the change in the tariffs. 


In the first place before the changes in 1950 the 
rate between Canada and the United States was 223%. 


That is on the general schedule» the change effective 
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on the 17th December, 1950, brought that up to an 


ad valorem basis of 43%. That is the specific and 


ad valorem rate. The ad valorem amounted to 25% 


and specific to 4 cents a pound, Now, immediately 


following that item an Appraiser's Bulletin was issued| - 


Not immediately following the items but it comes in 


between those two items. It was issued on the 7th 
of April, 1932. This --- 

THE COMMISSIONER: Where do you refer to? 

MR. MeRUER: I refer to it at page 77, my lord, 

I have put in my brief a note just in between those 
two lines, “Appraisers Bulletin" see page 774" 

THE COMMISSIONER: You say it was on April 7th, 
1932? 

MR. McRUER: YESe 

“THR COMMISSIONER: It is just below the middle of 
the page. 

WR. MeRUER: Just comes in between 1930 and 6th of 
May, 1932 theres Your lordship will see the increage 
petwéén 43% and 95% ad valorem, that the cuty payable 
on the goods worked out at 45%, on the second line; 


on the third line works out at 95%. 


25 


THE COMMISSIONER: Read what is in your Factum. 
WR. Meruer: I am reading at this point on page 77 
"However, on April 7th, 1952, acting under 
the provisions of Section 36 (2) of the Customs 
30 Aet hereinvefore dealt with, the Depar. ent appraiged 


cotton fabrics as set out in Exhibit 837." 
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Now, this appraisal--- 
THE COMMISSIONER: It was supposed then to be based 
on the actual cost of production of similar goods plu 
a@ reasonable advanee for eithehans cost and profitss 
MR. McRUER: That is right. 
fiUE COMMISSIONER: And then the Minister, which me 
the Department, shall be the sole judge of what shall 
constitute a reasonable advance. This bulletin wa 
issued under that authority» 
MR. MeRUER: Yes, on the 7th of April, 1932, 
and it was amplified on the 15th of September, 1952 
py an additional bulletin, Exhibit 828 » Your Lords 
locking at these bulletins will see that they deal wi 
all different types of cotton piece goods of this sor 
by count and picks and size@, ete., and set out there 
the values that those goods are to be taken at for 
duty purposes. Now, the effect of the fixing of 
those values was not only to fix the value for ordin 
duties, that is, the ad yalorem duty at the higher 
price but it then prought into operation the provisio 
of the Act in regard to dumping duty. That becaue- 
THE COMMISSIONER: Pardon me, wha tever action was 


taken you say was taken under the power given by Sub- 


MR. MoRUER: Yess 
THE COMMISSIONER; And that is a power merely to 


determine a resonable advance for selling cost and 


profite 
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MR. McRUER: Well --- 

THE COMMISSIONER: I mean that is the only power 
given to the Department theres 

MR. MCRUER: Well, they determine it and then 
fix the due for duty, 

THE COMMISSICNER: I know, but the Act says that 
the value for duty of new or unused goods shall in 
no casé be less than the actual cost of production 


of similar goods at date of shipment direct to Canada, 


plus a reasonable advance for selling cost and profits. 
Therefore the only latitude the Department has is to 
state what is a reasonable advance for selling cost 
and profit. Theat means in the country of origins 
MR. MeRUER: And to find the cost of production 
THE COMMISSIONER: After they heve found the 
cost of production then they add a reasonable amount 
for selling cost and profit, but it says, "The 
20 minister shall be the scle judge of what shall con- 
stitute a reasonable advance in the circumstanceSe."s 
So when the Department is fixing some value under 
that they must be able to say: Now, we consider this 
a reasonable advance over the cost of production 
for selling cost and profit in the country of origin, 


How far do they go under it? 


WR, McRUER: “Well, the effect was that it inerease 


the duties on an ad velorem basis of --- well, 


sd t would not sey the sole effect of it but after it 


game out the duties are increased from 43% to 95%, 
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taken on an ad valorem basis, 


THE COMMISSIONER: How does the Department in 
Ottawa determine what is reasonable profit for goods 
| made in Japan on Japanese goods? 
5 MR. McRUER: Well, Mr. Hooper says they don't, 


This was done in the United States, 


THE COMMISSIONER: Or the United States? 
MR. MeRUER: But the impractical thing of this 
whole enti is this; In the first place we 
i have had some experience in this Commission in efforts 
to determine the cost of productions Now, we were 
dealing with the industry here with the power of 4 
Royal Commission to subpoena witnesses, with account~ 
iP ants engaged for the purpose of going to the mills 
and the mills really being unable to teli us themselve 
what the cost of production of different fabrics ares 
They have 4 sort of cost of productions JI deal with 
46 that in wy Factm later ons But how in the world 
customs officials can go to the United States and 
determine their cost of production I don't know, and 
I don't believe they knows In addition to that, 
what costs of production? Whose costs of pro-. 
i duction? When these valuations were made it was 
one set valuation applicable toe all.goods coming fron 
the United States irrespective of whether they came 
from wm efficient or inefficient mill, It was 


30 || one and the same - irrespective of whether it was 4 


mill in the north-or the south, we have the one thing 
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the one Gost of productions It cannot be the cost 
of WROEREE LAD of those goods because there cannot be 


one cost of hdd bicetnai in the United States. One 


Aindonan, there is not one cost of production because 


ti is said time and time again the cost of production 
in the north is wary much greater than in the south, 
It uate be that the cost of production in one mill is 
very much different than the cost of another. Now 
what saan the Act mean when it says they may determin 
the cost of production of the goods abroad end add 


to it a reasonable amount for selling cost and profit 


Ghat isa reasonable amount for selling vost and profi 


What is a reasonable prorit? It may be perfectly 

reasonable for one manufacturer, but another manufact 
may not seanthes it reasonabl 3. ie we are to believ 
cone of the representations in one of the Briefs file 


here as to reasonable addition for amount of profit 


rer 


it is --- well, at least what Sir Herbert Holt considered 


himself as very ample profit avery good profits, 
with another one it might be quite differents 50 
that coming back to it again dealing with taxation 
Legislation and have samething that is so indefinite 


as that, it is not guite consistent with the ordinary 


ideas of taxations Now, I can just take some 


illustrations your lordship asked me ---. 
THs COUBETSS TOR ER: There is something i have in 
my mind theres ! This section 36, which you are 


referring to, it is divided into two parts. 
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It says the value for duty shall not be less than th 
actual cost of production plus a reasonable advance 
for selling cost and profit and then it says that the 
Minister shall be the sole judge insofar as the 
reasonable advance only is concerned,y Does net say 
shall be the sole judge so far as value is concerned, 
So that adds to the confusions 

MRe MeRUER: I think it was rather interpreted 
that he was the sole judge of the result anyway, 

THE COMMISSIONER: Well, it does not say so, 
It says: “the minister shall be the sole judge of 
what shall constitute a reasonable advance in the 
circumstanceSseses"* It adds confusion to the 
authenticity of the cost of production, If it said 
that the minister shall be the sole judge of both 
what is the cost of production and what is reasonable 
advanee, then the door would be shut. Supposing 
you are confronted with a fixed cost of production 
which you as an importer see at once is five and ten 
times more then any actual cost of production would 
be, what do you do? tis seetion does not say the 
Minister is the sole judge of that, It says the | 
sole judge only of the advance on that, 

MR.» MeRUER: There is a right of appeal given 

to the Tariff Board, but I do not think the Tariff 
Board would have any right, 


THE COMMISSIONER: In the Tariff Board Act is it? 
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where is tac Ba ef appeal srevided for? 

MR. MeRUER: Let me have the tariff Board Acts 
There is a specific amendment in regard to Section 435, 
put through in 1936 wiividing tne appeals in respect to} 
fixed valuations. 

THE COMMISSIONER: I find that that section you 

are dealing with is amended in 1936, part of itis 

| struck outs ? 
10 MR. McRUER: Section 48 of the Gus tons Act --- 
THE COMMISSIONER: Here it is here in your Factum 

page 636 You point out there that in June, 1956, 

that sub-section 2 of Section 36, was changed, repeale 
15 So that the seek shiek tines about the Minister being 

the sole judge iw us Seine in ‘hi It says: 
"“eeesSuch advance not to be greater than 
that which in the ordinary course of business 
under normal conditions of trade is adequate 


20 
in the case of goods similar to the particular 


goods under consideration by manufacturers or 
producers of goods of the same class or kind 


in the country of export whe sold for home 


25 consumption," 


‘So that the Minister's decision is no longer final 


on thet but to whom do you go to if you are not satis- 


fied? 


MR.. MeRUER: Section 48 of the Customs Act provides; 


30 
"If, upon any entry or in connection with 


appears to any Dominion Appraiser 


any entry, it 
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or to the Board of CustomSeee." 


by the Tariff Boards 


| | Now, the duties of the Board of Customs was taken ove 
t,,.eethat any goods have been erroneously appraised, 
| 5 or allowed entry at an erroneous valuation by 4ny 
| 
appraiser or collector acting as such, or that 


any of the foregoing provisions of this Act 


respecting the value at which goods shall be 


entered for duty have not beecomplied with, 
such Dominion appraiser or such Board may make 
a fresh appraisement or valuation, and may direcw, 
under the valuetion or appraisement so made y— 
an amended entry and payment of the additional 

= duty, if any, on such goods, or @ refund of a 
part of the duty paid, as the case required, 
subject, in case of dissatisfaction on the part 
of the importer, to such further inguiry and 


appraisement as in such ease hereinafter provide 


for." 
THe COMMISSIONER: ‘50 that there is an appeal from 


the exercise of this diseretion by the Department» 


MR. MeRVER: T teke it it is the same as any 


& 
A 


other right« T am not too sure that that mekes i 


clear that if the Department had laid down some basis 


that. this would give a right 


of valuation under 36, 


| 
} 
1 
i 
L 


to review the basis under which the appraisers were 


30 actinge 1 think this is more a right of review 


the action of an appraiser that has acted erroneous 
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in respect to the interpretation of some regulations 
that have been laid down by superior authority. 
Mr. Heoper points out that 38 (4) has some bearing 


on the matter: 


5 "The Board of Customs may review the decisio 
of any appraiser or collector as to the principal 
markets of the country, or as to the fair market 
value of goods for duty purposes; and the decisio 
of the Board of Customs in regard to such princip 

10 


marketS, and value of goods for duty purposes 
in any case or class of cases, shall, when approv 
by the Minister, be final and conelusive, except 
as otherwise #provided in this Actes" 
? But that again is open to - it is certainly ambiguou 
at any rates 
THE COMMISS LONER: Yes, because afger all there 
all the Board of Customs can do is to make a ruling 
which must be approved by the Minister himself before 
St 4s finale Se that does not mean there is an 
appeal from him, 
MR. HOOPER: That is finals 
THE COMMISSIONER: That is a very limited sort of 
appeals That is an appeal fram the decision | 
of an appmwiser or collegtor, bec.use you go back 
to the Department agains If somebody is dis- 
satisfied with the action of an appraiser or collecto 
30 you go to the Soard of Customs and that is only 


conelusively effective whe the Minister, which again 


oot er PA « 
Wehbe, es PeOxr 


aged 


n . Go. e a Vr eal _ Bees 2 > eae 


a 


|  santtaloget ome to soldat oniatad at « 0 Sooqeon wl 


ettiszedsye tolteque yt snob blel need oved teat 


gaitsed emoe asi (2) 88 tadd tuo @daiog aeqeer wi 


ttetven sis go | , 


Glatoeb edt welvet yam emosenD Io Swes ent". 


iaqioaizg eft o¢ e8 totoeiioe +o. ‘teelsiqge yas to 


tedtsm ust edt of 28 x6 \yyttacoo ads to atestiam 


; a 
nolatesab eit Saa restogisg Yuh tet eboog to outev | , 
| Ikgioatag beue of btaget at ener end to Swed est to | ; = 
7 benogtug yews ‘tot ase0eg Io exvlaw Bae 483 exten | | iy 
; proicgs Medw ,iiate sade To wesio 10 ees yas | | a s ; 
 tgeoxe eevieulonce bas font? ed ytode tnin eld Xd | 
‘ “stoh eld? al Sebivorge eatwnedta. es | S 
F (avons dus Yikietiee at EF = ey Heqo et alass ¢adt tua } er “ 


| e9tet yas te H 


s eross fis tagis tusumood e2eY SCL pDENON SDAP Z 
, sallet s | alam OF Bt oS REO Soe) “30: busod ‘edd fis | | % 
j ‘| etot%ed tlecata stove lain eat yd ‘bevorggs 9d - tenn fo tity | # & 
ne al ereds asem soa a 905 taut OG -. efemlt ei gt | eal re 


steak? et tedt PATOOH . 


to ‘Pr02 Ded imir yisv s ei teat :saWOreEnaoO a | 


x ‘a sotelves ond no Tt tsoges as ei tedP ©. 4Law | 
Pt Srey ities | 
2 “dood 03 HOY banLocd <totaelics x0 uae iegay: us to 
; ‘ “=a ls al yedexon b> de _ ealegs wana ot | 


| HctoeL toe 70 teaterggs Fn to see rae 
K We al deny Cal Sate ek 


CBT. BRYDIE 
ARTERED STENOGRAPHIC 
REPORTER 


{TO = =~ CANADA 14121 

means, the Department, approves of it, so that there 
is no appeal. there from what the Department does in 
the first place. 


MR. MeRJER:. .I do not think it could be construed 


nn 


in any way because ii would mean that it would be 
appealing from the ruliug of the minister subject to 
his veto... as to whether the appeal should be allowed 
or nots It could not mean that, However,--- 

- THE COMMISSIONER: You have iooked into this. 

It would appear that these powers are used arbitraril 
without any appeal to anybody, is that right? 


MR. MeRUER: I think so, What actually havcpen 


ed in practice was this: That the Departmental 


officials would meke the ruling and if the importers 
were dissatisfied or if the industry was dissatisfied 
as ‘to the ruling of departmental officials they 
appealed to the Minister, and lie was the final author 
20 itys TL invite correction on that beeause that is 
my interpretation of it and my instructions, but if 
there was any other course taken in respect to it 
we will have its I eannot see under what authority 
it is done but, as.I said, I certainly woa't set my- 


25 
self up to be infallible in respect to the Customs 


Act because I find the woods are very dense and the 
trails you get. on them when you get lost and then 
you go back and try to find them again, 

- As to what was actually done, the extent to which 


it was used, your lordship invited coument on that. 
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Now, On examination of Exhibit 829 we find on this 
1,000 yard piece dealt with on May 6th, 1932, the 
sélling price in the United States was $46425., 
The value for duty was $67 w02s Now, at that time 
Canadian funds were depreciated in respect to the 
American dollar to the extent of 11.7%, The valve 
in Canadian funds would be $51.66 if imported direct. 
THE COMMISSIONER: And Canadian funds, 

MR, MCRVER; And Canadian funds, after it was 
imported, they would have to put $51.61. That would 
have been the value for dutys 

THE COMMISSIONER: No, not value for duty, 
You told me 46465 was the American selling price and- 
67,02 was the value for duty. 

MR, MeRUER: 67402 was the value fixed for duty 
due to this appraisal, 

THE COMMISSIONER: Now you say the $46 American 


20 || Selling price means American dollars, which at that 


time would mean 51461 in Canadian dollars. 

MR. MCRUER: Yesa - In the next item shown on 
the Exhibit in June the American selling price was 
$42250. The value in Canadian funds was $48.53, 
but the value for duty as fixed by the appraisal 
$68.51. On the next item, July 7th, the value 
in Canadian funds was $45,458, the value in American 

unds was $402.00, and Canadian funds $45458. The 


30 Wwalue for duty $6836, 
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if COMMISSIONER: We will adjourn now until 


2209 P ofa ) 


-- fhe Commission adjourned at 12630 P.M. to resume 
at 2 # 30 Pelle 
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-=- The Commission resumed at 2.30 p.m, 
ARGUMENT BY MR. McRUER K.C. (Continued) 


When we edjourned I was dealing, my lord, with 
the effect of the bulletins that were put out in 
April and september of 1952. 

THE CQMMISSIONER:  Whet were their contents 
again ? 


WR. M¢RUAR: They were bulletins c ontaining 


.. the valuations thet were pleced on different kinds 


of cotton fabrics under the srovisions of section 
56 AB)... 

THE COMMISSIONER: Coming from where 7? 

MR. Me@RUER: Fran the United States. The in- 
cxeases in value resulted, of course, in an in- 
erease in duty when reckoned at t ¢ ad valoren rat 

To return egein to page 76 of my brief, it will 


be seen thet for 1952-1943 the items shown bear 


en ad velorem duty of from 81 to 95 per cent. Of 


course, these very according to the value in the 
United States by reeson of the specific duty. We 
heve the same thing as we hed in the yarn; the ad 


veloreu duty is increased as the ratio of .the 


_specifie duty to the selling price increeses. In 


August, 1955, prices in the United. States increas 
due to the edoption of the NRA, to sush an extent 


that the selling price wes as high in the United 


. Btates es the prices shown in the a ppreisers' 


SSfap. 
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bulletin, and therefore the bulletin was no longer 
necessary or effective. Mr, Hooper just draws my 
attention to the fact thet prices in the United 


States rose thet high by June, 1933, 


: THE COMMISSIONER: Whet happemed to the bulletin 
then ? Was it revoked ? 
MR, HOOPER: It was withdrawn, 
MR. MchKUER: It was withdrewn on September 5, 
= 1933, My. Hooper tells me. 
THE COMMISSIONER: How were United States 
prices mansiehet tel ? 
MR. MeRUER: By the selling prices in the 
United States. 
15 THE COMMISSIONER: Thet wes accepted es the 
fair merket value ? 

MR, MeRUSR:; As the fair merket value beceuse by 
thet time they had risen as high eas the prices shown 
in the bulletin, 

20 | THE CGMMISSIONER: Does thet condition still 
| preveil 7? 
MR. McRUER: Yes, 
THE COMMISSIONER: Se thet American prices 
now on these fabrics ere acccpted for duty valuation ? 
2 MR. MeRUER: Yes, the home market valuation | 
is accepted in all cases. 
THE COMMISSIONER: Accepted in ell cases ? 
MR. McRUER: Yes. 
THE COMMISSIONER: het is in respect to the 
30 
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MR. MecRUER: Yes, there are none of these 


velustions on now, 
THE CGMMISSIONFR: We ere talking now only of 
the United States ? 
MR. McRUER: Yes, my lord, but we can go 
further end sey thet there ere none of them in effect 
in regerd to any country now, 


THE CGZAISSIONZR: How then is the value for 


nn 


10 purposes of duty errived at in respect to other 
gountries ? By the invoices ? 
MR. McRUER: By the home market selling price, 
the fair market value for home consumption. 
THE CQMIISSIONER: But thet must in turn be 
15 |lescertained under those sections that we read this 
morning. The invoice is not acceptable, is it ? 
MR. MeRUER: No, if they think the invoice is 
below the home market selling price, dumping duty is 


levied, They heve their officers there to determine 


tariff. There are some fixed valuations, as we 


ra whet the home msrket selling price is in ease of 
complaint, except, of course, in cases where the 
fixed veluations are still in effect. There are 
fixed valuations under section 43, 
THE CQMMISSIONER: They are still working ? 
zs MR. McRUER: Still in effect, 
THE CGDMISSIONER: But thet only affects c ane 
tries which erenot in the most favoured nation cless, 
does it not ? 
30 | MR. McRUER: Yes, countries und er the general 
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pointed out yesterday, that were not subject to the 
provisions of the treety between Ceneda end the 
United states, 

THE C QIMISSIONER: Ch yes, rubber g cods, tor 
instance, 

MR. MeRUER: Bybber goods end gome other things. 

To return to this illustration on mage 76, 
in 1982-1936 you will see the rise in the ed valorem | 
i. rate. 

THE COMMISSIONER: You say the rise in the ad 
velorem rete ? 

MR. MecRUER: It is the rise in the rate of duty 
calculeted on an ad valorem basis, from 43 to 95 per 
15 cent. 

THE COMMISSIONER: Jyst where is that ? 


MR. McRUER: Pege 76, column 4. It starts off 


with 224 per cent. 
THE COMMISSIONER: And the 43 per cent was in 


20 1930 ? 


MR. McRUER: Yes. 

THE COMMISSIONER: And in 1932, 95 per cent. 

MR. McRUER: The rise between 1950 ami 1932 was 
due in lerge pert to the appreisers' bulletin. 
“ THE COMMISSIONER: It more than doubled the 
rate. 

‘ME. McRUER: There was & special session of per 
liement in 1920 to introduce new teriff schedules 
which imereased the rate from 22 to 43 per cent, but 
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section 36 (2) they were able to increase the rates 


fran 45 to 95 per cent without consulting parliament | 


and without even going before council. 

THE COMMISSIONER: Wheat was there to stop them 

MR. MeRUER: Nothing, There wes the provision. 

THE COMMISSIONER: Perliement gave them the 
authority to do it, 

MR. MeRUER: Parliament gave them authority to 
do it, undoubtedly, but at the same time it is wort 
of comment that such action can be teken without 
eonsulting the government. It ismerely a depart- 
mental matter, 

THE COMMISSIONER: Whet moves the depertment to 
ect in this wey ? 

MAR. MgRUER: Representations of the industry 
I should say. 

THE COMMISSIONER: That has to be ascertained, 
i think it is «a thing we ought to know, 


MR. HOOPER: The department never rules unless 


Tepresentations ere made by business men. 


MR. KELLOCK: It was due to the fect that 
United States mills were selling below the cost of 
production, 

MR. McRUER: Thet is the reason it is done, 
but whet moves the department would certsinly be 
representations from the industry. 

MR. KELLOCK: I do not know whet the evidence 
is, or if there is any evidence, 


MR. HOOPER: In this case representations were 
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mede to the department thet goods were being sold in 
mx the United States at less then the cost of pro 
duction plus e reasonable advence for selling cost 
end profit. | 

THE COMMISSIONER: Was investigation made ? 

MR. HOOPER: Investigation followed, end then 
the aulletin wes issued. That is the gmeral routine 

THE COMMISSIONER: Is there room for representa- 
tions to be medé on both sides of the question, by 
importers for exemple ? 

MR. HOOPER: Yes, my lord. Investigation is 
meade in the country of export end se ruling made by 


the department, Then the importer, if he hes the 


| 15 fects or en exporter may visit the department and 

| discuss the matter with menbers of the depertment, 

end if ell the fects have be not been brought out 

| in the first investigs tion we might make a further 
investigetion or meke an edjustment. 

20 THE COMMISSIONER: You have in mind en investi- 

gation initiated by mamufacturers, but in the first 

| instance may importers come to the department and 

sey, “Here your regulations ere too high. The cost 

| of production down there hes fellen end therefore | 


25 your velustion shoulda fall?" Is thet done too ? 


MR. HOOPER: Yes, my lord, we have had similar 
cases. 
MR. MeRUER: Mr. Hooper hes just mentioned to 
“ me whet rights of appeal there ere, ‘and I think I 


shell have to get the statutes and refer sp ecifics 
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to them so thet we shall heave it properly on the 
seein, The point I want particulerly to emphesize 
in this connection is the foundation on which the 


depertment must ect, and thet is the cost of pro- 


 dauetion ea bread. 


THE COMMISSIONER: The cost of production 
ebroed plus an edvence -- 

MR. McRUER: For selling east and profit, all 
ef which are things extremely difficult for snyone 
to arrive at in e wey thet if at all sccurate. In 
addition to that, it puts a unifomity on the whole 
thing. The cost of production is samebody's cost 
of production probebly, and perhaps not. It may 
be somebody's cost of production, but ectwally there 
is no gost ef production abroad as 2 whole, 

Now as to the duties as they are to-day between 
Cenede and the United States after the negotistion 
of the treaty in Jenuery 1956, they are 45 per cent 
ed valorem, which is exactly double wheat they were 
on the exemple taken of duties in 1930 prior to the 
special session of parliement when the duties were 


inereesed.  Tais, of course, imeludes excise taxes 


es well, 


On peges 77, 78 and 79 of my brief I deal with 
these matters that we heve just been discussing, 
and that is the effect of section 36 (2) and how 
these valuations were errived at. 


On page 79 I show the additionsi duties that 


were impozed due to this perticular valuation 
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ofMay 6. There is a mistake there, I think, I ssy: 

"By wey of illustration, on the first three 
items shown on page 2 of @xhibit 829, following 
April 7, 1933 -- 

should not that be 1952, at the middle of peze 79, 

Mr. Hooper ? 
MR. HOOPER: Yes. 
Mr, McRUER: It should be 1932, not 1933, I+ 

goes on? 

ce 10 

* «- the following teble shows the increase 

in duty in respect to those items, due to 

the provisions of Exhibit 827." 

That was the speciel appraisers' balletin. There 
FF was en inerease in the reguler duty end in the 
excise duty amounting to 4,41, 

MR. KELLOCK; Whet do you mean by thet ? 

Mi. MeRUER: The valuation put on the goods 
reised the regular duty end excise by 4.41. 

i MR. KELLOCK: The next column shows the special 
duty as 15,36, 

MR, McRUER: The increase in the velue by 
reegon of the appraisers’ bulletin brought into 
operation the dumping duty, which emounted to $15.36, 
25 or a totel of $19.77. 

THE. COMMISSIONER: Thet is nineteen dollers end 

ican tahtenvisin cents ? | 
MR. McRUER: Yes, my lord, on that item of Mey 6, 
(1932. 


30 THE COMMISSIONER: Just e minute. If you ere 
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talking of dollers we have to see whet your Trounde- 
tion is. An inerease over what a 

MR. M cRUER: The cost price. 

THE COMMISSIONER: No, I meen over whet emount 
ot money. You sre telking of an increase of $4.41 
and another inerease of $15,36, mekinge totel inc reage 
of $19.77. An inerease over howmuch ? In order 
to see the retio we need that. 

MR. McRUER: It is on goods costing $51.66. 
Thet ig the eost price in Canadien funds, $51.66, 
and if allowed in at thet price they would have peid 
619,77 less duty then they did. 

THE COMMISSIONER: Yes, 1 see now. 

MR, McRUER: On the next item of June 4, the 
cost of these asehe wal $48.53 in Cenedien funds, 
end they would have paid $25,75 less duty than they 
aid. | 

THE COMMISSIONER: Then goods costing $48, 55 
paid $25.73 more then whe t? 

WR. MgRUER: More then they would heve peid hed 
there not been these fixed wlues, 

TH COMMISSIONER: Whet would they have peid 
otherwise ? , 

MR. HgRUER: T will put it this wey. The d uty 
peysble altogether was $102.66. 

THE COMMISSIONER: Now you heve it. 

‘MR. McRUER: Of which $25.75 was due to this spqeie 
appraisal. | 


THE COMMISSIONER: Yes. Then you teke an article 
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bought for $48,53 end you find thet erticle paid a 
totel duty of how much ? 

MR. MgRUER: Just ea minute, my lord. I took the 


wrong figure. It paid total duty of $54.13, of which 


1S 4] 


$25.75 wes due to special valuation. 

TH: COMMISSIONER: That was ona rete of duty 
of how much ? 

MR, MeRUER: The rete wes 25 per cent and 4 
cents « pound. 

THE COMMISSIONER: 25 per cent looks innocat 
erough but when you edd 4 cents a pound and th ese 
valuetions it mekes it over 100 per cent ? 

MR. McRUER: On thet item yes, my lord. Of 
course, in addition, Canedien funds were depreciated 
in the Ujited States «t thet time to the extent of 
14 per cent. 

THA COMMISSIONER: I thought you were giving me 
ell these figures in Cenedien funds ? 

y or MR. McRUER: Yes, my lord, 
THS CGMISSIONER: Then you buy an article for 
$48.53 in Genedien funds and the rate of duty is 
said to be 25 per cent nlus 4 cents a pound, and 
you find thet the duty amounts in reality to $54.13 ? 
25 MR. McRUER: Yes, my lord. At page &0 of my 
brief I put it ins different way. Thet shows the 
addi tional protection over the regular customs tariff 
that was efforded by this speciel valuation. For 
instence, teke the first item on page 80, on May 6, 
y 30 1932, the United States selling price on this item 


wes $46.25, which represented an additional protec- 
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tion over the rezuler customs teriff schedules of 
$25.18. On June 4, on a United States selling pr ice 
or 942,50, the additional protection wes $21.76. On 
July 7, 1952, on e United States selling price of 
#40, the additions] protection was $34.19. So your 
lordship will see the percentege of increase thet 
took plese by this method of valuation. 

THE COMMISSIONER: fhet fabrics ere we dealing 
with here ? 

MR. MgRUER: Thet is dealing with 46" sheeting, 
cotton gray goods. A+ the foot of page 80 tha a 
statement is made which although aceurate et the tim 
is not eccurate st the present time, 

THE COMMISSIONER: When was it correct ? 

ik. MgRUER: Since the brief was written there 
nes been a change, 

THE COMMISSIONER: Is thet the statement in 
the lest peragreph ? | 

_MR. McRUER: The second lest peragreaph, reading: 

"It eppears thet although ve luations fixed 

as in Exhibit 828 in respect to textiles are 

no longer in effect, there are yaluations in 

respect to other g00ds still in effect, which 
have been similerly determined. 
Iti is submitted that the imposition of 

Gustans duties by meens of special eppreisels, 

| such as Sxhibits 827 and 828, is not in the 
interests of the vublic of Canada, in thet the 


public does not know what duties are actually 
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peyable on goods imported into Cen da.” 
Since the brief wes prepered general valuations under 
section 66 of the bystoms Act, referred to es valuations 


in respect of other goods, still in effect, have be 


On 


cencelled by order of the Commissioner of Customs, an 
it is not the present policy of the Depertment of 
Netionei Revenue to use section 36 as « means of en- 
hencing the fair market value es sold for home can- 
aan 10 gump tion at the time and plece of shipment without 
regerd to the cost of production of the individuel 
exporter, 
THe COMMISSIONER: Who euthorized thet ? 
UR. McRUER: Mr, Hooper states that thet is the 
1S departmentel attitude, 
THE COMMISSIONER: Not to utilize section 36 to 
do whet ? 
MR. McRUER: To enhence the fair merket value. 
THE COMMISSIONER: Thet is a pretty stramg state 
ment. The act is still there, the section is still 
in force, and I do not see how the depertment can 
sey thet they ere never going to enforee it. 
MR. McRUER: Without ranere to the cost of pro- 


duction of the individusel exporter. Whet that mees 


ee is this: It is not the policy of the department to 
make one velueation applicable to the whole country 
without regerd to the cost of production or the 
individual exporter, 
y a THE COMMISSIONER: Thet is the policy they inten 


to pursue from now on ? 
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MR. MeRUER: Yes, my lord. 
Now I turn to the text teble, taken from 


Exhibit 820, end eppeering on page 82 of the brief, 


‘ pecause the intervening peges are really explana tory 


of the former table and I have already covered the 
groand in my remerks. Thistable on page 82 is in 
respect to the mill spread on the same piese of 
sheeting thet we heve been dealing with. If your 
lordship will leek at column 3 of this table you 
will see thet between Jenusry 1926 snd Sugust 1935 
there was a rise in the Censdien mill spread from 
15,95 cents e pound to 16,65 cents 4 pound, end there 
wes a rise in the Americen mill spread of from 4,97 
te 16.48 cents e pound. Theat is again the same thing 
that occurred et the time of the introduction of the 
WRA in respect to yearns. We find the Cenedien mill 
spreed rise in Ceneda. 

THE COMMISSIONER: And it rose here above 2,70. 

MR. McRUER: Yes. 

THE COMMISSIONER: It rose in the United States 
about 12. 

MR. McRUER: Yes, it rese a great deal more in 
the United Stetes, and we must remember thet the dee 
creased wages in Ceneda while in the United States 

wages were very drastically inereased in the same 
period, So while we had no NRA, while we were 
undergoing exectly the opposite of the NRA, the 
Canadien mill spreed wes rising without any epperen 


reason, From 1983 to 1936 the Cenedien mill spread 
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hes been emsistently double the mill spread in the 
United States notwithstending the fact thet during 
thet time the Cenedien operators were opere ting 
under decreased wages end the American operators 
were operating under increased wages, Take, for 
instance, the last four items shown in ¢ columns 3 and 
5S. The Censdien mili spread shown in the fourth 
line from the bottom of the column was in Novenber 

| 1953, 18.11 cents, the Americen, 9,25; next year 
9 me the Canadien mill spread wes 19.44 cents, and the 
American, 68,06, end go on, 

THE COMMISSIONER; Can you tell me whet caused 
the Americen spreed to go down go much ? I undere 
1 stand the inerease up to 16,48 on account of the NRA, 
but did the NRA remain in foree for only one yer ? 

MR. MecRUER: No, it wes in force longer, end 
the same wage sceles are in force in 90 per cent of 
the mills yet. 

. ) 20 THE COMMISSIONER: How have they succeeded in 
| | bringing down their mill areads very congiderably ? 

MR, MeRUER: Prices have declined. Your lore 
ship will see that the American selling price was 
55,14 on August 10, 19535. 7 
5 THE COMMISS IONER: Yes. It is reflected in the 
selling price, of course. 

MR. MoRUER: That reduces the mill spread, 

THE COMMISSIONER: How could they efford to do it 

MR. MeRUER:; They must meve hed too much. 


THE COMMISSION@R: Too much profit ? 
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MR. MgRUER: Too much mill spread, am they 
probably gould not get the orice up to where it was. 
Mir. Hooper suggests thet they did not know met 
their costs were g<oing to be under the NRA. 

THE CQAMISSIONER: And they took ii out of the 
consumer ? 

MR. MeRUER: They made a liberal ellowence, 
That did not last for a very long time. 

THE COMMISSIONER: That is whet I say. 

WR. MeRUER: In 1935 for just aboat two months 
they got these higher Th, | aoa then it dropped, end 
on August 10, 1932, the selling price was 65.14, and 
on November 7, 1933, 25031. | 

THE GOMMI SSTONER: Then you could take it for 
granted thet the selling price in Ogtober 1935 of 
33,14 was not justified by the conditions ? 

MR. McRUER: I would not have thought ». They 
were not able to maintain it et any rete. 

MR. KELLOCK: Before that time they were making 
terrific losses in the United Stetes. 

MR. MeRUER: Well, I donot know. At any rate 
the Cenedien selling price, your lordship will see, 
went up along with the Americen. It did not ae 
so mich but it went up just the same, end then it 
drops fran 31.55 to 29,93, then up to 55.66 on the 
ord of ugust, 1954, when the American price was 
‘lower than it hed been in August 1933. 

THE COMMIS S TONER: That. 35.63 selling price 


im 1954 is the highest selling price, highest in 
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the United States or Cenade during the period covere 
by this table ? 

MR. McRUER: Yes, and the mill spread, your 
lordship will notice, is 19,44, which seems to be 
the highest mill spread thet is showm on the table, 

THE COMMISSIONER: Yes. 

MR. McRUER: And your lordship may remember whet 
has been ghown as to the earnings of these canpanies 
tor the yeer 1934, They all showed very fine earnin 
in thet yeer, end this reflects something of the 
reas Gi. 

HE COMMISSIONER: Can this be shown ? We are 
telking just now of the consumers’ inability to c ope 
with this condition of effairs by lew end reguletion, 
but is there not snother class, the importing class, 
thet is sufficiaitly orgenized to watch these things 
ené teke action when they think it is edvisable ? 

MR. MoRUER: The impa@ ters, I think, have an 
association orgenized in same wey. 

THE CQ@MMISSIONER: And of course their interest 
is to get coods in as cheaply sas possi ble. 

MR. MeRUEFR: Yes, I do not know how strong 
they ere, thet orgenizetion, I em sure. Sometimes 
I doubt if any organizetion of that sort is arganize 
es strongly as the prolucers, 

MR. KELLOCK: Why should my friend say that ? 

MR. McRUER: ‘Because they do not. 

MR. KELLOCK: You say ba do not know. 


MR. McRUER: Do you sey thet they are organize 
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as strongly es the Canadien Manufacturers Agsociation, 
with ell their set-up of terirf experts, two or three 
lewyers, ani so on ? 


MB, KELLOCK: My friend hes an unfortunste way 


a 


of turning en ergument in my direction. I em merely 
drawing attention to my friend's statement which he 
prefaced with the remerk thet he did not know. I 
em saying thet my instructions ere thet there is not 
such -= 
s 10 MR. MgRUER: Are your instructions -- 
MR. KELLOCK: There you sre, doing it again, 
interruptine. I em not being cross-examined, 
MR, MgRUER: Do not meke statements thet ere 
misleeding, 
MR, KELLOCK: My friend should not sey that I 
em mekine statements thet ere misleading. I do 
not think your lordship will say that I have done so 
so fer, 
-) THE COMMISSIONER: No, no. I should like to 
know a little more about how strong en orgenization 
this importing body is. 

MR. KELLOCK: I think Mr, Hooper hes thet. 

‘TEE COMMISSIONER: Yes, so thet we shell be 
familiar with how this body works, but perheps we nee 
not go into that &@ today. 

MR. McRUER: If there is such @ body that is 
strongly orgenized, I should like to heave hed that 
evidence, if my friend knew of it, because I was 


y 30 goimg into the question of organizations very 
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earetully. 1 can gay very frenkly thet ay own 


feeling was that it wes a very feeble body, but I 


may be entirely wrong. Ifmy friend knows it isa 


strong body, 1 do wish the evidence had been brought 
before us. 

I do not like my friend’s suggestion, which 
he makes time and egeain in a sart of veiled, mys- 
teriougs,way, that in whet I am geying I have same. 
Sinister, ulterior motive. 

MR. KELLOCK: . Why my friend should. always be 
on the look-out for that I do not know. 

MR. MgRUER: Beeause you do it. 

THE COMMISSIONER: ~ I used to hear ofa body 
called the Consumers' League. Is that still in exis 
tence? 

MR. HOOPER: I think the Seoretery or the Presi- 
dent of it died. 

MR. MoRUER: I thought the President was Mr, 
Deachmen, and thet when Mr. Deachman was elected 
to parliement the Consumers’ Lesgue died. I think 
he cerried his efforts into another forum. But we 
will deal with the orgenizetion leter. 

THE CGMMISSIONER: Yes, I shell expect to heer a 
little more about this. 

MR. MeRUER: Now I cane to pase 84 of my brief, 
whieh deals with another fabrie of print cloth. 
There are only one or two observations I desire to 
meke in respect to this. Locking et column 4 
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basis was up to September 1950, 225 per cent, but 
the increases which were made by parlismat in 1930 
brought the duty up to 58 per cent, snd the eappreisers' 


builetin that was sent out was effective in raising it 


to 6&6 and 96 per cent. 
THE COMMISSIONER: Thet is the same bulletin ? 
MR. MeRUER: The same bulletin covered this 
class of goods, Then after it ceased to be effective 
~ vy the duties lapsed beck to 40 per cent, and then after 
| the first of Jenuary, 1936, the duties are dow to 
34 per cent es eanpered with 225 per cent prior to 
1930. 
THE COMMISSIONER: Thet bulletin wes April 7, 19347 
15 MR. McRUER: April 7, 1932. 
MR. KELLOCK: The excise tex canes under that 
and accounts for pert of the increase. 
MR. MeRUER: No doubt. There were excise 
texes imposed in the interval, and thet is mentioned 
» ) 99 || in column 6, 
Pege 14144 follows 
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Now, there are other exhibits mentioned on page 85 
that deal with it in precisely the same way and I am 
passing over detailed reference to them. What I have 
said demonstrates the effect of these exhibits. 

Now, when we come to yarn dyed fabrics there is somp- 
thing different. 

THE COMMISSIONER: I see so far you are making all ypur 
comparisons in respect to these cotton goods with prices 
and with importations from the United States? 

“ MR. MCRUER: Yes, they all deal with United States 
fabrics. 
THE COMMISSIONER: You are not dealing with similar 
importations from Great Britain? 
SE MR. MeRUER: Well, we have some. The difficulty we 
were at with Great Britein -- and we have dealt with gome 
here -- is getting the evidence. Mr. Hooper was able 
to get Canadian goods and go to the United States and 
mateh them up there and get the selling prices over ere 
20 at different periods of the year, and mateh the goods 
carefully by specifications. Well, we were not able/to 


carry that through with Great Britain in the great 


detail that we were in the United Statese 


er 


THE COMMISSIONER: I am right, om I, in thinking t 
25 the major part of our cotton goods importations now are 
from Great Britain? 

MR. MCRUER: Oh yes. Just a moment, Mr. Hooper say 
that is not altogether right, but I am showing that 
the importations from the United States have diminishpd 
under these tariffss 


THE COMMISSIONER: What you are showing is what might 
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have been if it hed not been for these high tariffs 


MR. McRUER; Yes, I am showing the protective effec 
It is a market that has been excluded, at any rate. Mn. 
Hooper will get that information. Now, the rate of 


duty on the particular fabric dealt with at the foot 


5 
page 8§--=< 
MR. KELLOCK: If you want that information now it fdllow;: 
page 11 of section E of my factum, 
THE COMMISSIONER: What is the effect of it? 
Ss | 10 MR. KEILOCK: Just as your lordship states, 
THE COMMISSIONER; The importations come from Great 
Bri tain? 
MR, KELLOCK; Yese 
THE COMMISSIONER: Well, that is enough about that just 
15 NOW, 


MR. MCRUER; Well, I have to deal with that now. 
way it is put in my friend's factum I submit in fairngqss 
is a bit misleading. On page 85, the prevailing ratd of 

ses duty prior to 1950 -- 
id a THE COMMISSIONER: Page 85? That is on yarn dyed fabrics 
MR. MCRUER: Yes, it is 50% ad valorems 
THE COMMISSIONER: That is, the prevailing rate of 
prior to 1950 was 50% ad valoreme 


MR. MeRUER: Yess It was increased to 322% with a 


e specific duty of 40 cents -< 
THE COMMISSIONER: 40 cents? 
MR. MeRUER: 4 cents a pound. It amounted to an i#erea 
of 60%, Then,-- 
y 30 " On the 14th of April, 1932, acting under the 


provisions of Section 56, sub-section 2, of the Customs 
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 "aet, the Department appraised denims and chambrays, 
for auty purposes, on the following basis: 
‘lst. Goods weighing 2.50 square yards 


per pound, Or HEAVielTe oeessseres .222¢ per 
pou 


end Goods weighing lighter than 250 
square yards per pound, but not 
lighter than 4.00 square yards 


per DOUND ce cccrececcveresenerens coeg per 
pou 


ord Goods weighing lighter than 
4,00 square yards per pounde.s.s»..«.+d6g per 
po 
So that was an appraisal on a pound basis. 
THE COMMISSIONER: That would be another one of 
these bulletins? 
MR. MCRUER: Yes, my lord. 
THE COMMISSIONER: The 14th of April, this onée 
MR. MCRUER: YesSe 
THE COMMISSIONER: Is it still in effect. 
MR. McRUER: I am not just sure when this one cease 
I will find out from Mr. Hooper, but I think it was at 
the same time as the rise in prices in the United Sta 
"Phese values were predicated on @ price of raw 
eotton in New York at 7¢ per pound, and for each 
l¢ per pound variation from the raw cotton price, 
correction of 1.2¢ per pound on the fabric apprai 
was to be applied". 
That is,they worked it out on 4 basis of raw cotton 
geven cents per pound, and as raw cotton rose then t 
correction was applied. 


THE COMMISSIONER: Mr. Whiteley just points out to 
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States selling price was $80 and the value in Canadian 


ae ees 


Mr. MeRuer, in reference to this bulletin of the 14th o 
April, 1932, that it was cancelled two years leters 
MR. MecRUER: Two years later. This, of course, had 
the effect, as well, of putting on additional duties a 
the additional excise tex by reason of the increased 
valuation, and eyaxinl dumping duty, the total amounting 


to $28.24, and the price of this article, the United 


funds $91.98 so that the increase of $28.24 was on an 
article of that value purchase pricé. 

Now, when we come to the flannelette it was dealt with 
on a different basis. It was a fixed valuation. The] rate 
of duty prevailing prior to September, 1950, was 25% 
It was increased to 273% ad valorem and 4 cents 4 pou 
specific, or an increase of 50%. Then, on the 12th 
of December, 1951, the Minister of National Revenue 
acting under section 43 of the Customs Act fixed the 


value for duty of certain articles set out in the buljetiz 


at minimum values. Now, this is a little different 


than the ordinary fixed value. Wr. Hooper says it i th 
usual fixed value, but it is different than we have i 

the case of the rayon where they fixed so much a po ‘ 
Yes, this is the one that is fixed as the minimum valine. 


I was confusing them for the moment with something ese, 
stockingette and jersey cloth, that we will come to 
moment, That was done differently « 

MR, KELLOCK: Is this a stain’ rate you give here at 
the foot of page 367 


MR, McRUER: Yese: 
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MR. KELLOCK: It is the general rate? 

MR. MeRUER: Yes, 25 per cent. 

MR. KELLOCK: It is not British preference or inte 
mediate; it is the general rate? 

MR. McRUER: No, this is still dealing with America 
clothe | 

THE COMMISSIONER: It was a general tariff at this 
time? 

MR. MeRUER; Yes, and it must have been regarded at 
this time that competition would eome from the United 
States or this action would never have been taken. 
This is for the purpose of protecting against competi 
from the United States. 

THE COMMISSIONER: I assume there was no threat of 
competition from any other country in cottons, leavin 
out Great Britain? 

MR. MeRUER: I would think not, unless Japan. This, 
of course, applied to all countries. 

THE COMMISSIONER: YesSe 

MR. MeRUER: Except Great Britain. Now, flannelett 

THE COMMISSIONER; There were no cotton exporting 
countries to which the intermediate tariff applied? 

MR, HOOPER: Japane 

THE COMMISSIONER: Japan was on the intermediate an 
United States on the general; is that right, at this 
time? 

MR, HOOPER: Yess 

THE COMMISSIONER: This is: 1931. What brought abou 


that state of affairs? 


ion 
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vi MR. HOOPER: 


Well, the United States were not extend 
the intermediate tariff until the lst of January, 1936 
They had always been under the general tariff until thht 
tims. 

THE COMMISSIONER: I ghought Japan was, to0e 


On 


MR. HOOPER: Ne; they were under the intermediate 
tariff when the treaty was being negotiated -- 
MR. MeRUER; 1913 is when the old Japanese treaty 
came into effects 
4 e _ [HW COMMESSIONER: When? 
MR. MORUER;: 19156 
THE COMMISSIONER; That is true. They have been unger 
the intermediate tariff ever sincée 
MR. McRUER: Well, the value for duty for flanneletites, 
15 robe cloths, blanketing, blanket cloths and so on was 
40¢ a pound, and weighing less than six ounces per 
square yard 44¢ a poumd. This value was in Canadian 
funds whereas the values fixed under 56, or the appraisals 
made under 56 are, of course, in the value of the 
20 || country of export; you appraise and fix the cost of 
production plus reasonable ‘nes of selling and profi 
That is in the country of export. These are fixed i 
Ganadien funds. Now, when we go to exhibit 855 whic 
deals with -= 
25 
THE COMMISSIONER: What page is that? | 
MR, McRUER: Well, I am still at pege 88, my lord. 
Lt aeals with a sample of flamelette which would be 
subject to this bulletin, 4 thousand yard piece costi 
> in the United States at the time $60,11 in Canadian 


Funds which works out at 36 cents a pound. The valu 
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fixed under exhibit 847 is 44 cents a pound or an inerpase 


of 22 per cent notwithstanding the fact that the 
currency @mchange rate at that time was 14.49% and 
the increase in duty due to the special valuation 


amounted to $17 or 150% increase. Then we come down t 


On 


the game article I mentioned,at the foot of thepage,wi h 
duties worked out on an ad valorem basis bests at 
the present time being 34% as against 25% prior to 19 
So that all that shows that in respect to cottons in 
» 10 addition to the increases in 1930 in regard to cotton 
fabrics between Canada and the United States action 
was consistently taken to further protect the Canadi 
manufacturer by action under these relevant sections 
the Customs Act, and in many eases the protection he 
got by reason of that action that was taken by the 
department was greater than the protection that Parliament 
had given under the Customs Tariff at any time in the 
history of the industry. 
Now, that brings us now to discuss the important 
subject of artificial silk yarns, page 89, The hist 
of the tariff item on artificial silk yarns is shown- 


THE COMMISSIONER; Wheat sort of yarns are we dealin 


with now? 
Pe MR. MeRUER: Well, until we get dew to 1956 all 
artificial silk yarns were under the same item but si 
1936 they have been divided between acetate and visco 
yarns, . The tariff was first imposed in 192%, and w 
it was put on -- 
’ 30 THE COMMISSIONER; Can anybody tell me when artific 


silk first became an article of commerce, about how 1 
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ago that was? 

MR. MeRUER: I think Mr. Jones mentions that in his 
evidence that was filed at Cornwall, when they really 

started making artificial silk in Englam, 

THE COMMISSIONER; I think somebody did, 

MR. MeRUER: My own idea is it was about 1917. 

THE COMMISSIONER; During the war, I think. 

MR. MeRUER: You might just mve a look in Mr. Jone 
evidence, Mr. Walton, and see if you can locate that. 
When this duty was first put on your lordship will not 
that it was a very modest duty as we know duties to-day. 

THE COMMISSIONER; That is in 19236 

MR. MeRUER; 1923, 

THE COMMISSIONER: That is the first time there was 
customs duty put on in Canada against artificial silk 
yarn? 

MR. MCRUER: Yes, my lord, and I think it is somethi 
in the nature -=- 

THE COMMISSIONER: Did they come in free before tha 
or were they classified along with some other thing? 

MR. MeRUER: Did they come in free before 1923, or 
was there such a thing? | 

MR. KELLOCK; They came under the cotton tariff. 

THE COMMISSIONER: They were classified with others. 

MR. MCRUER: Just yarns, 

MR. KELLOCK: The cotton schedules 

MR, McRUER;: But were they mentioned at all in the 
cotton schedule? 

MR. KELLOCK: They were not mentioned, but they were 


treated under its, 
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THE COMMISSIONER: Alright. 


MR. McRUER; The standard of tariff protection that 
was imposed in 1923 is something that I suggest is more 


of the nature of the type of protection, if any, that 


On 


should be levied, or should be permitted in respect to 
raw materials. Take yarn, for ins tance; pefore it is 
of any use it must be woven. Before the woven fabric 
is of any use it must be again manufactured into cloth- 
ing of some sort 50 that you have the protection for 
weaver, the protection for the mamfac turer, the weavdr's 
profit and the manufacturer's profit all pyramiding on 
the protection that is afforded to the yarn mamfactuyere 
They multiply and pyramid ;so for that reason any 
protection that is afforied to 4 manufacturer of a rav 
material, such as yarn, ought to be 4 very modest one 


THE COMMISSIONER; Just a minute, Mr. MecRuer; Mr. Rene 


has handed me Mr. Johnson’s evidence, Mr. Johnson says 
in his evidence "we took viscose on about 29 years since 
because silk was going down", You say “your business 
was not originally viscose", and the answer is “no, wr 
took viscose on about 29 years since". 
WR. MeRUER: They have been in it for a long time t 
THE COMMISSIONER: 1908. 

25 WR. MeRUER; I think it is safe to say, though, theft 
the evidence rather indicates that it has developed VE 
rapidly during the last ten or fiftem years, especia 
as far as Canada is concerned. Well then, in 1928 


there seems to be no change in the rate there, Mr. 


i Hooper? 


MR. HOOPER; Just a change in the tariff item. 
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MR. MeRUER: Just a change in the tariff item; from 
1923 to 1930 the rate of duty that prevailed was 
the same. In 1930 the rates were 25%, 30% ani 35% 


with a minimum specific of 28 cents a pound all acrosq, 


nn 


on all three items. 

THE COMMISSIONER: Now, we have two manufacturers 
of artificial silk yarns in Canada, haven't we? 

MR. MeRUER: Yes, my lord, we have Courtaulds who 
nani tee bax vi piste and the Canadian Celanese who 
s 10 manufacture acetate yarns, but I don't think they can |be 
really said to be manufacturers of yarns in Canada 
because they do not sell to the weavers. At least, I 
think that is a fair statement of the evidence that h 
been given. They do not sell to the weavers at 
commercial prices. 

THE COMMISSIONER; That is the Celanese people? 

MR. MCRUER;: The Celanese people, 

owe COMMISSIONER: They do their own manufacturing. 

MR. MeRUER: They weave their ow goods, and I deal 
with that extensively in my brief later on, but there 


is a large volume of evidence directed to show that 


although they have a monopoly in Canada of the manu- 
facture of acetate yarns they do not sell on a fair 
basis to the weavers in Canada although the weavers 

| have tried to buy» 

Now, in 1954 there was a reduction in the rate und 


British preference in that the ad valorem duty was 


reduced and the specific was reduced from 28 cents a 
Is 30 pound to 20 cents a pound, under the British prefere mes 


Then we come to 1956 --~- 
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mE GOMMISSIONER: There was also an increase from 
1928 to 19350 under the intermediate. 

SECRETARY WHITELEY : Nos 

THE COMMISSIONER: Oh no, one is cents and the 
other percen tage; that is quite right. ‘ould you 
repeat whet you said sbout British preference? 

MR. McRUER: Under British preference the ad valorem 
rate was reduced from 25% to 20% and the specific 
fron 28 to 20 cents a pound. Then, in 1956 the item 
was split into acetate yarns and others which would 


be really viscose. Acetate yarns under British 


preference were subject te 5% and no specific duty. 


THE COMMISSIONER: Just s moment there; acetate was 
made free under the British preference schedule? 

MR. MeRUER;: No, my lord; the typing is a little 
confusing there. Your lordship will notice right 
opposite 2nd of May, 1936 item 555d, 5%. 

THE COMMISSI ONER : Oh, I see, that refers -- 

MR. MeRUER: That refers to the whole things 

THE COMMISSIONER: Item 558d refers to what was done 
on the 2nd of May, 1956. 

MR. MeRUER: Yes, my lom. 

THE COMMISSIONER: 5%. 

MR, MeRUER: 5% under British preference and 30% 
under the intermediate or 28 cents 4 pound minimum an 
35% under the general or 28 cents a pound minimums 
Now, that still prevails. There is no change there i 
regard to intermediate and general. Then, we come 


to the other yarns which would be viscose,» 
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THE COMMISSIONER; That is the "N.O0eP." theree 

MR. MCcRUER: Y@Se 

THE COMMISSIONER: Not otherwise provi ded« 

MR. MCRUER: Yese 

THE COMMISSIONER: That refers only +o viscose? 

MR. McRUER: If there are any other artificial silk 
yarns made it would refer to them. Mr. Hooper mentionpd 
a type yesterday, Beuberg, some other process. Of coupse, 
it would be covered by that. 

SECRETARY WHITELEY: There are four processess 

THE COMMISSIONER: Mr. Rene has handed me this hand 
book. . Commercial production of rayon yarn in the wo a 
apparently begeain around 1690. it is much older than 
I thought. 

MR. MeRUER: Viscose yarn had protection from Great 
Britain of 20% and from all other countries the same 

as have prevailed 
rates prevailed/since 1930, 39 and 55% ad valorem and 
28 cents a pound. 

Now then, I do not propose to deal in detail with he 
ehanges in regard to ply yarnse The reductions unde 
the British preference have not been so great as they 
were under the others, the single ply« 

THE COMMISSIONER: Are there any viscose yarns coming 
here from Great Britain? 

MR. HOOPER: Yes, my lorie 

THE COMMISSDONER; Less, though, than acetate? 

MR. MeRUBR: Are there any acetate yarns coming fr 
Great Britain? 

THE COMMISSIONER: Which is it that forms the 


principal matter of import? 
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MR. HOOPER: I think viscose would be the greater. 


Viscose is imported in many cases for exports 


| 
| 
| 
| 
THE COMMISSIONER: For re-export? | 
MR. HOOPER; Yess | 
THE COMMISSIONER: In the shape of yarn? : 
MR. HOOPER; Yes, my lom, brought in and woven 
here and then the fabric is exported. 
THE CQMMISSIONER; It is woven here? 
MR. HOOPER; Woven heres 
THE COMMISSIONER: And exported where? 
MR, HOOPER: Baek to Englands | 
MR. MCRUER: It is hard to understand som of these 
thingse 
THE COMMISSIONER: Can you tell me substantially 
whether our imports of artificial silk yarn from 
Great Britain consist mostly of acetate yarns or vis~ 
cose yarns? 
MR, HOOPER: Do you mean for consumption here? 
THE COMMISSIONER: Yes; I thought you would know 
offhande 
MR. MeRUER; These figures are only available since 
May last, at any rates 
THE COMMISSIONER; Beeause my attention is attracted 
to the great decrease in duty on acetate yarnsSe 
MR. MeRUER: From what I have heard it made no 
difference practically» 
| THE COMMISSIONER: Didn't Mr. Binz tell us it would 


make a very considerable difference to him? 
MR. MeRUER; He thought it was going to, but same 


of these things are a little more difficult. I was 
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talking to the Chairman of the Tariff Board about 
that the other day, and there sre some things that 
are pretty hard to control in the way of control 
over production of these things abroad. It has been 
5 suggested there are world cartels. i think on the 
evidence it hes been denied too, but it has been 
suggested as well. We might just find out hor much 
artificial silk yarn has come ins 
THE COMMISSIONER: Mr. Binz said it would enable 
sd 10 || nim to inerease his employment. 
SECRETARY WHITELEY: By giving a better fabrics 
MR. MCRUER: He wanted it for the purpose of mixing 
in order to improve the appearance and desirability 
of his fabrice 
i SECRETARY WHITELEY: The amount he would need would 
not necessarily be very Larges 
THE COMMISSIONER: Anywey, he was referring to the 
acetate, wasn't he? 
> | SECRETARY WHITELEY: Yess 
UR. MeRUER: Now, the thing I wish to emphasize is 
the very heavy increase in tariff protection that was 
afforded the artificial silk industry -- the yarn indys~ 
try, in this country in 1950. on importations from fhe 
United States prior to that time it had been 20%. in 
September, 1950, it was increased to 55% or 28 cents 
a os , and on the item dealt with in exhibit 865 
shown to be an increase of 75%. Then, there are the 
excise taxes, of course, On top of that, when they 


> 30 became effective. Now, on the Ist of January, 1956 
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ue to the Canada-United States trade agreement the ad 
or duty was reduced from 35% to 30% by reason of 
the re-classification, put this does not make any 
difference in the rate ef duty that an importer would 
5 |lpay because the 28 cents a pound is still there and 28 
cents a pound minimum on the present value gives a 
protection of about 49% so that when you put it out of 
one class into another and still leave the 28 cents & 
pound minimum it doesn't really mem anything, and the 
a ‘ 10 same way with all other countriese 
Take, for instance, exhibit 864 which deals with yar 
that would be imported from the Netherlands. 
THE COMMISSIONER: Where is that exhibit referred to? 
MR. MeRUER: I just refer to it at the foot of page 
15 90+ 
He COMMISSIONER: Yes, 1 have ite 
WR. MeRUER: The increase in protection in September 
1930, amounted to 221%. In 1956 the duty and excise 
% taxes payable on yarns selling in the Netherlands at 
a 34.31 cents amounts to 29.87 cents or an ad valorem 
rate of 87%. So that that indicates how the 28 cents 
a pound minimum really works. Ir these specific dutifs 


were not minimum duties but if they were maximum dutie 


we would know where we were at a little bit more, but 


25 
to put on a 30% ad valorem and then say 28 cents a pound 
minimum, one has never any idea,unless they come to 
analyzing these things, what that innocent little 
provision means in the way of actual protection, or, 
>) 30 on the other hand, if you are going to have a minimum 


specifie duty to protect against, we will say, some sqrt 
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of vicious competition from another country that is 


| 
| 
| 
going to be ruinous to Canadian industry have it ata 
margin that is reasonable, not et a margin that gives | 
greater protection than the ad valorem duty, ora | 
Age ca protection than we would say wes reasonably | 
necessary | 
Now, from an economic voint of view I think this i 
really a serious thing in Canada, that the whole trede 
all along the line, the weaving trade, the manufacturing 
> “a trade, the retail trade and the wholesale trade, shoul 
have an obstruction put in the way of the mtural flo 
of trade right at the source. It is dammed at the 
soure6 when you put a heavy duty on this sort of raw 
material. Let it down at the source and it flows more 
15 freely. The mills can manufacture more cheaply and 
they can manufacture more and get a greater volume 
of production, Now ,--~ 
"The Canadian weaver paid 65 cents a pound to the 
Canadian manufacturer for yarns which, except for 
customs duties, he might buy in the Netherlands for 
54251 cents a pounds 
Well, especially when I come to deal with the financi 
position of these artificial silk eotpanien, how 


Canadian consumers have actually, in fact, provided 


25 
them with funds to buy their whole plants and establish 
here and become healthy and strong to fight, one would 
feel that they could get along on a raw material that 
had very much less protection than provided under these 
% teriffs, 


Now, exhibit 865 deals with rates applicable on 
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100 denier yarn produced in Great Britain. The incre 
in 1930 amounted to 84%. In 1954 the ad valorem duty 
was decreased from 25 to 20%, or a specific duty of 

20 eents, whichever was higher, instead of 28 cents | 
which had prevailed. Now, in 1936, in May, 1936, it 
was reduced by the abolition of the 20 cents a pound 
minimum. The rate now anplicabie in respect to Great 
Britein is 20% less 10% reduction as against 123% 
prevailing before the increases in 1950~« 

Now, my friends may say this is one of the things 
dealt with by the Tariff Board, ## The Tariff Board, 
hatin in its jurisdiction between Canada and Great 
Britain, has dealt with this although the report is 
not a final one as yet. That is correct, is it not, 
Mr, Berry? It is not a final report? 

MR. BERRY: I think it ise 

MR. MeRUER: Is it a final report? 

MR. BERRY: Yesa 

MR, HALLAM: Except in regarmi to ply yarns. 

MR. MCRUER: Except in regard to ply yarns; at any 
rate, the Tariff Board does not deal with the subject 
ef the duties prevailing under the intermediate ami 
general tariff. Their duty is to interpret the treaty 
betwen Canada and Great Britain. . 


THE COMMISSIONER: Yes. Well, we will think it ove 


| for a few moments. 


——- The Commission adjourned for a short recess. 


(page 14164 follows) 
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-- On resuming at 4.05 P.M. 
MR. MeRUER: On page 92, my lord, we deal with 
the history of the tariff items in respect to Artificial 
silk woven fabrics, Your Lordship will notice that 
the item as it started at the inception of a special 
tariff item covering artificial silk fabric, the 
protection was 173% under the British Preference, 
322% intermediate and 35% generals Now, thet continued 
from 1923 until 1930.6 That was at the time that this 
industry was getting on its feet in Canada and got 
en its feet in Canada, as we will see when we analyse 
its records Then in 1930 it got a very drastic 
additional protection of 274%, 40% and 45% and 50 centa, 
40 cents and 40 cents a pounds These are specific 
that are not minimum as in the case of yarn but are 
assured in any case and a specific duty of that amount 
plus the ad valorem, Then on the ond of May, 
1936, the specific was taken off under the British 
Preferace but ad valorem increased from 27e% to 30% 
THE COMMISSIONER: On the whole I should imagine 
that was a decreasés 
MR. MeRUER: Well, it would be less than 10%. 
THER COMMISSIONER: I mean, when you eliminate the 
30 cents a pound, 
MRe MeRUER: Yes, that would be a decrease, 
no doubt about thate of course, under the British 


Preference they are entitled to the 10% deduction 
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THE COMMISSIONER; That 10% applies? 


MR. MeRUER: When the goods imported through 
Canadian ports directly Seah aataniees of exports 
THE COMMISSIONER: Does it work out this way if 
5 snanek touches a foreign port first, 10 per cent, 
without any uptend inns | 
MR. HOOPER: What particular case have you in 
mind? In the case of Japanese goods they would be 


entitled to entry under the intermediate tariff if 


> 10 
they came directly into Canada or if they came on 
direct bill of lading through New York or through the 
United States to-day because they are an intermediate 
country » 
ai THE COMMISSIONER: You call the United states 
also an intermediate country? 
WR. HOOPER: Yess 
= THE COMMISSIONER: I can understand that because 
% a no matter whether you lock to Japan or the United 


States they are both intermediate countriese 
MR. McRUER: This is under the Canada-France Trade 
Agreement, not under British Preferences 


THE COMMISSIONER: I just see now it is Canada - 


33 Frence Trade Agreement, and of course applies ® the 
insesmaatave tariff. 
WR. KELLOCK: But the 10% off British Preference 
is not mentioned. 
30 THe COMMISSIONER: But (ht extents I thought 


you were referring us to it here again but it was my 
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mistakes 

MR. Meruer: Now, in respect to this tariff item 
covering artificial silk fabyir, the wording of the 
item is important in that it covers: 

"woven fabric, wholly or in part of 
artificial silk or similar synthetic fibres 
produced by chemical processes not to contain 
wool, not including fabrie in chief part by weight 
of silk and not otherwise provided." 

So that any cotton fabric that may have a thread of 
artificial silk in it is subject to this higher pro 
tective tariff and that enures to the benefit of the 
cotton industry as well as the manufacturers of 
artificial silks 

THE COMMISSIONER: Does that apply under the 
British Preference as well? 

MR. MeRUSR: Yes, All fabricscome under this 
general provision with artificial silk, they are ~ 
artificial silk and subject for purposes of the tariff 
if they contain any artificial silk, 

THE COMMISSIONER: No, they ais only artificial 
silk if they are wholly silks 

MR. MeRUER: No, if the fabric contains any 
artificial silk whatevers 

THE COMMISSIONER: If cotton fabric contains a 
thread of artificial silk it becomes artificial siik? 
MR. MeRUER;: Yes, for the purpose of the tariff 


jand in that way the cotton m anufacturers have a very 


Pe 
ra ~ a 

“O8Iar 
mee Tilted Gkad of Yooqaer at” wor srowzolt mx i 
elt te gatitow esté etindst xf ie inkdtite%e galiovep 
| *etovoo $f dedd Ht tastzogmt at mest 
to deg of to yLlode eOltdst noyoy" H 

 gemdlt 0 ivedtnye telimfe 7 Xite Istoltida 


nisdneo of tod seaveoorg Lsolusido aw beouborg q } | 


= 


Sigiew yd tusq tetde af ofadst eiibufoat ton ,foow 
* Debtors estwiedfo ¥on bas ifte to le 
% Seerdit 2 ever yeu teddy ofadst aoties yas tests rc | is 
“Oty tetgid alas o¢ tool due af tl ai alle fototatess | i a 
i 


eit to $itened ect of Goxtue gedt bus ttized evitood 


H 


to 8teTtetostyaen 


it 


ei? a2 Ilew ag Uieudat aodtog || 


i 

1c 

“eilte tetedntens| 

edt tebauv ylqys tadd béog ssmuoTee Tigo cET ' 
1 

i 


fildw ea eonetstert meeiies 


- @idt tebay exo5 solucet If4 ,e6y sHEUHeM , 


ers yet etlfa Istoltites dttw fholetvorg ferenvs| a , a 
tines eng to ®eeOgING Tel teetdve bus wife fatottisral er Be 


{3 . . | al 
Hite Letofttias Yis ated noo rede bod il “Ath 


; i ata 
fntodetens ylac sas yedt ,OK 7 MOT Ce Tuo 0 om = . Pa 
| ” gflte il SEs = a Ae 
ae i = : 

Vas sales 200 olidst ont ‘ti oh * aU 2M é | ane 
wrevetads rls ‘Tafetriosal | ae ‘i 


& eatatase ofadst notion — Halwo Tec a9 aeP | i. 


in 
ay 
ait oe 


i |S 
tite Istolitsas aemooed +2 ait ainaice 30 bar | i 


Mises sand To eeoq we ent ot is ie ies sa 
3 | Mpeg 
ov ovat etewdestwas = wtton ping i 
ie 72) = ee Pe me Fe ae Pa 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO : CANADA 14167 


real additional protection in that, An article 
that may be 90% cotton is really kept out be cause 
they doula not afford to pay the customs tariff based 
on this basis. 

THE COMMISSIONER: What is the effect then, dealing 
with artificial silk saying, "Wholly of artificial 
silk"? 


MR. McRURE: Well, I would not think that artificia]-+ 


— 
—) 


THE COMMISSIONER: Does that mean anything? 
I mean, the 1dddubite used here, it says, woven fabrics 
composed of artificial silk and second line composed 
wholly of artificial silke 
HR. McRUER: Whobly or in part. 
THE COMMISSIONER: The language says composed wholl 
of artificial silks 
WR. HOOPER: At one time, Mr. MeRuer --~ 
THE COMMISSIONER: That should be wholly or in part 
20 MR, HOOPER: At one time the rate was lower on 
fabrie composed wholly of artificial silks During the 
period of 1928 to 1950 you will notice that the rate 
was lower on fabrie wholly of artificial silk than on 
fabric composed in part of artificial silk, but in 1950 
the rate became the same for any fabric whether compose 
wholly or in part of artificial silke 


THE COMMISSIONER: It is misleading the way it is 


> _ iiput heres 


WR. McRUER: It is quite clear theres , It is 
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divided into two parts. The first part gives the 
history from 1923 te 1928, 1930 and 1936 o. articles 
composed of wholly artificial silk, and then down 
below it gives the rate for articles composed in part 
of artificial silks 

THE COMMISSIONER: During the same verieat 


‘MR. McRUER: And they are just the same with the 


| exception of period 1928 to 1930 on the articles 


composed in part of artificial silk the rate was 20% 
as afainst 174% on artificial silk, You see it nas 
gone completely the reverse now because the article 
that was partly of artificial silk had a higher pro- 
tection on it than the artificial silks 

THE COMMISSIONER; It did in 1928 to 1950? 

MR. MeRUER: Yes. 

THE COMMISSIONER; But I thought you said a moment 
ago that if an artiele contains any portion of 
artificial silk it is classified as artificial 
silk? 

MR. MCRUER: Yes, so they are» They are merged 
in 19350. 

THE COMMISSIONER: And the duty inereased?. 

MR. MeRUER: Duty increased and taney were mergeds 
So that prior to 19350 artificial silk I think on the 


whole was on a lower rate of duty then cotton, At 


least, certainly than sowie cottonse That is correct? 


MR. HOOPER: Under the British Preference, yeS. 


MR.» KELLOGK: ‘The top of next page is your 
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statement, 

MR. McRUER: Your Lordship will remember that 
during the hearing I think some evidence was read into 
the evidence at Three Rivers, where after 1930 Sertain 
corset manufacturers had protested quite strenuously 
in iid tthe the great increase that had taken place 
in the rates of customs duties on mixtures of cotton 
and artificial sblk, and the interference that took 
place in regard to their business, and the Wabasso 
Company had proteéted against any reduction in the 
rate thet had been established for these mixtures and 
although they protested successfully I think the 
evidence showed that the Yabasso Company went out of 
manufacturing the mixtures later on, but it does not 
seem to be just that the same rate should prevail 
irrespective of the quantity of artificial silk con- 
tained in the fabricse I dontt know what foundatio 
there is for it nah we do find this: That prior 
to 1930 there were many cases where the tariff items 
were split so that lower priced goods were on a lowe 
seale of tariff and in 1930 they were all put together 
on the one higher scale, and this is one of them. 

When I come to hosiery I intend to emphasize another 
there but here the mixture, which would be lower 

priced goods - although the reverse is true here, the 
mixtures really have a higher protection before 1950, 
but they brought the whole thing up so high and then 


put it.on the specific duty, which is poundage duty 
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and I would think that the cotton mixtures would be 
heavier than the artificial silk, I don't know that 
to be truée We have no evidence on it at any rate, 
MR. HOOPER: Cotton mixtures would be cheaper. 
MR. McRUER: Yes, but would not they be heavier 
according to the poundages 
MR. HOOPER: It all depends on the fabrics. 
MR. McRUER: On the 12th of December, 1951, accord- 
> 4g (tng to Exhibit 807, the Minister of National Revenue 
fixed the value for duty purposes at # $125 a pound 
and this remained in effect until cancelled on the 
27th of December, 19556 So that the industry had 
the benefit of that additional protection from 1951 
to 1935. 
Now, exhibit 866 deals with 12 rayon fabrics as 
sold in the United States and Canada in October 1956. 
The first two fabrics are fabries sold in the United 
» 90 ||\States and have a cotton warp yarn and rayon filling 
and en adjustment was made in the American selling 
prices of 30 cents a pound to allow for the difference 
in the cost, and that would bring the American selling 
price of these fabrics to $1.25 per pound and $1.27 
per pound. Now, the reason that 1 am emphasizing 
particularly these two fabries is because taey are 
fabrics that would compete ordinarily with the Ming 
Toe fabrie of the Montreal Cottons, which is said to 
be A, fabyic that is affected by the Japanese rayon 


taffeta, that is, 27" rayon taffetas Now, the 
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Canadian price for the Ming Toy, the similar fabric, 


is $1.85 per pound, and then after it had got some 


competition from Japan it ceme down to $1s60 per pound, 
but still it is 37 cents a pound over the correspondin 
price in the ynited States, As to the other fabrics 
we find that the Canadian prices I think are in most 
cases lower than the American priceSs Now, when we 
go to Exhibit 867, which shows the mill spread of 
Canadian Gottons on their 27" plain rayon taffeta, 

on the S3lst of October it was $1205 a pounds On the 
15th of December, three days after the fixed valuation 
went on, the Canadian Mill spread was $1.24 a pound 
and the price was inereased by 19 cents a pounds So 
that rather emphasizes how these fixed valuations enur 
to the penefit of the mills and that they took advantage 
of them, Now, again, although these companies, 
undertook with the Government not to increase prices 
r above the prices prevailing in September, 1950, where 
we have a decline in world prices and then 4 special 
yaluation put on and then 4n increase in the Canadian 
mill spread to this extent and increase in the prices 
and no inerease but, on the other hand, a decrease 

in wages, it does seem that the Canadian mills were 
not carrying out the spirit of the undertakings 

In 1932 the Canadian Mill spread was increased to $les 
and rayon yarns areepet 4 cents a pounde So that 


30 we find a rather materiel drop in rayon yarn and the 


mill spread still going up, and how little the price 
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of the fabrie was governed by the price of the rayon 
yeen is shown by an examination of Exhibit 867.6 In 
February, 1934, although the price of the rayon yarn 
had dropped to 70 cents a pound, the price of the 
fabrie was $2401 with a mill spread of $ls31, being 
the largest mill spread of any period from 1931 to 1954; 
So that we are able in this case to get definitely 
the price of the raw material because we are able to 
“a | i establish the rayon yarn selling price, we are able 
to establish the mill spread they have for themselves 
and I emphasize that in regard to this mill because it 
is one of them that made such Strong Pepresintatidns 
in 1930 to secure these tariff increases, and has 
certainly made such strong protest against receiving 
any competition from Japan or any ether Hite: 
THE COMMISSIONER: What mill de you refer to? 
MR, MeRUER: The Canadian Cotton mills» Mr. Dawso 
’ 20 llhas been the one who has, I think, been most instru- 
mental in protesting on their behalfand it is the mill 
that was to suffer, according to the statements made, 
such a catastmophe due to compe tition from Japanese 
3 Now, in regard to "Natural silk fabrics," tariff items 
have been in effect since 1907 at least, but there has 
been very little broad silk industries, if any, in 
Canada prior to 1923s The tariff up until that 
time I do not think it could be said to be a protective 
- tariff because I do not think there was any substantial 


industries here to protects It could only be 
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considered as a revenue tariff. That is in regard 
to the broad silk items, It was under these tariff 
rates that prevaited from 1907 to 1920 that the 
industry came here and established itself. The broad 
silk industry started in Canada practically in 1926, 
so that we have a customs teriff prevailing in the 
country, we have the industry coming here and starting 
up and then in 1930 getting increases, Under the 
British Preference the increase was from 17g% to 273%. 
Under the Intermediate from 325% to 40% plus 10 cents 
per lineal yard. The increase between 1928 - 1930 
was from 324 per cent, to 40% and then in 1951 there 
was a further increase by adding the specific duties. 
So that there was two steps theres There was 1928- 
1930 and then again the specific duties were added, 
10 cents a yard, in 1931s 

Now, I do not intend to deal in detail with the 
ribbons and narrow fabrics. 

tt is fair to say this in respect to the broad 
silk industry, that there is no evidence before the 
Commission that the gopesd ioe have been charged 
by the Members of the Broad Silk Industry in Canada 
have been excessive. The evidenc? is rather the 
other waye As I point out in my factum, Mr« 
| Switzer, who was a buyer from Eaton's, said in the 
Silk Industry where the tariff. was prohibitive, the 


price wes 55 cents less than it was before the 
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tariff increases, He attributed this to internal 
competition and bie lowe price of raw silke 

THE COMMISSIONER: Just a minute, low price of raw 
silk, That, of course, is imported material. It is 
subject to a dutys 

MR. MeRUER: No, excise tax only, 344 There are 
in Canada a number of independent mills and these 
mills have increased, according to Mr. Howsoh's 
> statement - in 1930 there were nine waavers of silk 
x fabrics in Canada and by 1955 there were sixteen, 
But if we are to judge from the history of other 
textile industries what will happen unless there is 
some course taken, that these mills which have been 
15 iy along very well competing with one another- 
I think things have been coming <a pretty well 
for them in Canada during the depression period, 
But what will happen? - and I am not saying this 
. i in the way of prophecy but judging from what ha ppened 
in the cotton industry and reading the story of it, 
that they will start amalgamating, steps will be 
taken to eliminate comsetition between them and Unles 
they are subjected to competition from abroad, 
” which will protect the consumer against erices which 
may be raised beyond all bounds of reasonableness, 
steps will be taken in this way to merge and amalgema 


these companies with the same results as in the cotto 


30 industry, which has not been in the interests of 


either the consumers nor the workerse 
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._., THE COMMISSIONGR: You refer to mergers, amalgamations 
and trade agreements? 

MR. MeRUER: Yes, my lords 

THE COMMISSIONER: According to you you are utterihg 
& warning now unless steps are taken to prevent the 
silk mills entering into mergers, trade agreements, 
the present satisfactory condition of things from the 
consumer's point of view, may not exist. 

MRe MCRUER: YeSe There are one or two things 
that have affected particularly silk industry, the 
broad silk industry, and that is, the manufacture of 
rayou has brought down the price of broad silks 
Another thing is that there has been intensive compe- 
tition amongst the mills themselvese They have said 
thate There have been attempts made from time to 
time, through Mr. Hallam, and with this I will deal 
later on, to regulate that production and to fix 
pricess 

MR. KELLOCK; No, no evidence of thats 
MR. MoRUER; With the broad silk? 

VR» KELLOCK: Noe 

‘MR. -4icRUER: I think my friend is correct, that 
there is not evidenee of fixing of prices in the broad 
silk. That is quite corrects What I pointed 
out earlier, and will point out again, that course 
was taken through attempts to regulate production, 
but most of those broad silk manufacturers are also 


manufecturers of rayon and artificial silk fabric, 
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and the history throughout Canada of the cotton indus 
waS, &nd we show it as we deal with the industry - 
you have this mill and that mill that is going along 
very nhcely making very nice profits and then they 
are gradually brought together in an amalgamation 
in énwtuangé unit, mills closed here and there and 
other places, with the result that the element of 
competition is eliminated, and that is one of the 
reasons put forward by the Dominion Textile Company 
as to why they should be entitled to earn big profits 
is because they did eliminate competition and that 
was a valuable asset. I will deal with that later, 
THER COMMISSIONER: You mean peda Wits 
MR. MeRUER: Well, that was very good wills 
And I think it is important to this Commission that 
very fact, that there are some things in the past 
we cannot correct, We have gone that way and we 
have passed over the road and we cannot retrace our 
steps without some very drastie commercial apheaval 
in the countries, and I om not suggesting such explosive 
method, but when we see what roads we have trod in the 
past and look forward and see exactly the same thing 
for the future, then we have to consider in what way 
we can protect the consumer, and one way that I see 
in regard to the silk industry that we can protect 
the consumer and that is by giving him the benefit 
a a lower tariff wall over which goods may come iny 


shoulda there be any effort on the part of the Canadi 
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producer to get together and raise prices to such an 
extent it would be umreasonable to the consumers 
THE COMMISSIONER: Does not the law now provide 
for that very thing? If it is made to appear to the 
Government that any industry is meking use of the 
customs tariff to do what you apprehend, that steps 
may be taken to pull the teriff wali. down? 
MRe MeRUER: There is provision of Section 17 
of the Customs Tariff Act but it has only been Shien 
it was knowa to operate once I think in connection --1 
THE COMMISSIONER: But still it is here, 
MR. MCRUER; YeSs 
THE COMMISSIONER: "In the event of producers 
of goods taking advantage of any duty 
imposed under this Act to increase the price 
of such goods to the consumer, or using any 
such duty to maintain prices at levels deemed by | 
the Governor in Council to be higher than should 
prevail, having regard —_—P| economic 
conditions in the country, the Governor in Counci 
may reduce or remove such dutye” 
The power is theres 
MR. McRUER: Oh, it is an entirely different thing 
that 1 suggests 
THE COMMISSIONER; No, you were saying that if the 
silk companies become perverted and take steps which 
would imereese or enhance unduly the price of their 


goods to the consumer, then there should be some 
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power somewhere to hendle a situ&tion like that. 
That is what you said. 

MR. MeRUER: Yes. It is power to handle that 
situation that I think we require more than anything 
elses 

THE COMMISSIONER; Would you favour something that 
would prevent mergers and amalgamations and trade 
agreements? 

MR. MeRUER: That is a secondary step as well, 

THE COMMISSIONER: Wheat is the first step? 

MR. McRUER: The primery step is a tariff protectia 
that it would not make things so profitable to them 
that they could do thats If they raised the price 
too high foreign goods would come ins. 


THE COMMISSIONER: There is wheat you would call 


-a@ high tariff now against foreign silk? 


MR, McRUER: Yese 

THE COMMISSICNER: You say they have not taken 
advantage of thate You say their prices are reason 
able to the consumers? 

MR. McRUER: Yes, I do not think you could say 
anything elseés 

THE COMMISSICNER: If they depart from that 
path of rectitude and start to unduly enhance their 
prices, section 17 says that the Government might do 
to them but you say that is not enough 

MR. McRUER: I say that is not enough because you 


have to start a course of action to show certain 
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things. The tariff should never be so high that 
if people were taking undue advantage of it foreign 
goods would not flow in, 

THE COMMISSIONER: That is to say, this silk industry 
is one of the sleeping dogs that should not be allowed 
to lie, It may come around one days 

MR, McRUER: Well, it is an example of this - 
that if you provide in a time of depression a very 

10 high tariff wall and then just leave it there, in 
a time of prosperity it gives those that work behind 
it the opportunity to more or less devour the consumer 
so to speaks What I suggest is that there should 
not be some governmental trial or something of that 
sort to show they are doing something improper. 
That is awfully difficult for consumers to d0.s 
They just pay their money and that is all. There 
should be @ natural flow of competitim certainly. 
’ 20 || we should not have a tariff wall that is higher than 
they require, and that is what we have got now. 
They say = we don't keep our prices up to that 
tariff, we don't teke advantage of it, Probably not, 
THE COMMISSIONER: You have been giving a cer- 
tificate to the silk industry, oes that apply to 
all the silk industries? 
MR. McRUER: I am talking about the broad silks 
That is as far as Mr. Swbhtzer --- 


THE COMMISSIONER: Mr. Switzer was only speaking for 


the broad silks 
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MR. McRUER: Yes, and I am merely going on the 
evidence that is before the Commission in regard %o 
that, and I think it has been mentioned at different 
times, 

THE COMMISSIONER: But you resave the right perhap 
to make different remarks about different branches 
of the silk industry. 

MRe McRUER: Yes, ana I have very much to say abou 
the conduct of the silk industry later on, 

THE COMMISSI.NER; In other respects? 

MR. McRUER:; Yes, and in respect to their efforts 
to control production and ccoutrol competitions 

THE COMMISSIONER: That would be trade agreement? 

MR, McRULK: . Yess 

THE COMMISSIGNER: Have you anything to sayagainst 
the Broad silk industry? 

MRe McRUER: Well, they are the same people but 
they manufacture rayon products as well» All I am 
saying is I am talkingebout broad silks 

SHE COMMISSIONER; All you mean is the present 
prices to consumers are reasonable? 

MRe MeRuer: There is no evidence that they are 
unreasonabl es 

THE COMMISSIONER: That means that mergers and 
amalgamations have not yet beguns 
MR. MeCRUER: Noe 
THE COMMISSIONER: You do not say the trade 


agreements have not yet begun? 
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MRe McRUER: No, They are gathering some 
experience, 
MR. KELLOCK: Which, the broad silk? 


’ MR. McCRUER: Yes, 


On 


THE COMMISSIONER: All right, that is starting 
pointe | 
MR. MeRUER: In respect to blankets and rugs, 
I submit that the tariff protection to the manu- 
. 10 facturers of these types of fabrics is really out of 
all proportion to what one would think should be 
normally required, It is very difficult in analysin 
a protection that exists now and has existed since 
1930, to know on what principle it has been adopted, 
because sometimes it is so much greater than others, 
Now, take the blankets wholly of wool and blankets 
wholly of cottons 
THE COMMISSIONER: Silks do not come into this 
at all? 
MR. MeRUER: No, we are through with siiks so 
4 for as duties are concerned, This is at page 97s 


They are 22h%, 30% and 35%, and 25%, 50% and 35% _ 


25 respectively from 1907 to 19226 Then in 1922 
it was amended to cover blankets of any material 
: and the rates were 223%, 30% and S5he 
| THE COMMISSIONER: That was the same as previousl 
MR «: McRUER: No,. it was really a reduction in 
30 


respect of the British Preference on blankets 


wholly of cottons. 
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THE COMMISSIONER: The first item you read, 
MRe MCRUER: They ware emalgamated in 1922, 
the two items were brought togethers There is a 
slight difference under the British Preferences 
In 1928 woollen blankets were the same, cotton blanket 
were reduced, 
MR, HALLAM: They were 10% lesse 
MR. MCRUER: In 1928 they would be less 
> 10 10%, that is, under British Preferences 
THE COMMISSIONER: So that item, less 10% under 
British Preference, began in 19287 
MR» HOOPER; No, 1925, my lords 
MR. MeRUER; In September 1930, under Tariff 
item 553, blankets of wool and cotton were again 
merged, and the fates were 223% and 20 cents a pound, 
30% and 25¢ a pound and 35% and 30¢ a pound, 
Then in May 1952, under the British preference, 
4 20 the specific was reduced to 10¢s 
Then under rugs, I do not think I shall deal 
with that in cetaile _ Very much the same general 
‘ach eniiecuh’ gone through, with a drastic upwerd 
revision in 1930.4 Then we go to Exhibit 871 
which illustrates the effect of the rates of duty 
prevailing since January, 1950, in respect to cotton 
and woollen blankets, That is, not less than oe 
wool, and imported from the United States under 


Tariff item 553» 
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THE COMMISSIONER: Those are a mixtures 
MRe McRUER: Well, if it is cotton or not 
less than Séwool - yes, a mixture, It will he noted 


that in January, 1951, the ad valorem rate of 35%, 


5 
| which had prevailed prior to September, 1930, and 
which would have imposed a customs duty of $564.88 
on the importatiais--- 
THE COMMISSIONER; On how much money? On what 
» 10 importations? 
MRe MeRUER: The value for duties wes $10233.4 
{HE COMMISSIONER: That is not showng 
MR. McRUER: No, it is referring to Exhibit 871, 
15 It is in the Exhibit, 


Tiik COMMISSICNER: This would be then that the 
rate which #6 prevailed prior to September would 
have imposed a customs duty of $162480 on importation 
of what? | 

MR. MCcRUER: $162.53, The specific duty 
was $105.00 on 100 pairs of blankets costing in the 
United States $162.33. That is on the next 
pagey, page 99» 


25 


(Page 14190 follows) 
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MR. McRUER: Or equal to 65 per cet ad 

| Valorem duty. Thet is the effect of the specific duty. 
| The total Guties payable on this importation would 
therefore emount to sn ead valorem duty of 100 per 

| cent. 3 

Then in addition to thet the Censdien manufac- 
turer had the benefit of an sdditional 3 per cent 
excise tex, which was the equivalent of en additional 
6 per cent ad veloren duty Wolbte« the duties were 
100 per cent of the eost of the docily ena the 3 per 
cent excise tax was imposed on the duty-paid vaeiue, 
SO thet it reelly equelled an additional 6 per cent 
ed velorem, 

15 In April, 1936 -- now we get back to the posi- 
tion where we ere now -=- on 100 pairs of blankets 
costing $171,48 in the United Stetes ean ed valorem 
duty of 30 per cent would be payable, or $51.60, 

end « specific duty of 25 cents a pound, emounting to 
$87.50, together with an excise tax of $9.53, ore 
total of $148.43, being the equivelent of an ad valore 
duty of 87 per cent es egeinst 35 per cent preveiling 
prior to September 1930. 

So we see that the Cenede-United States trade 
wii agreement, so far at any rete es blenkets are wdiad 
cerned, hed rether a feeble effect in relieving the 
congumer in Cenade. I just dwell on the exhibits 
| dealing with blankets e little beceuse when we come 
to deal with the mills thet manufecture blenkets we 


y 30 


see that they meade very heavy profits Guring the 
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depression yeers, 
This exhibit slso shows the sane thing in re- 
gard to wage increases in the United States and shorter 


hours of labour, yet the Cenedieh manufacturer hag 


On 


consistently cherged a considerably higher price for 
the articles than is realized in the United Statess 
for instence, in April 1936, the selling price in the 
United States was $171.48, while the selling price 
in Ceneda was $225. That rather indicates something 
. 10 of the penalty which the consumer pays. 
MR. KELLOCK: Of course, these were not ectuel 
importations, but hypotheticel cases. 
MR, HOOPER: They were the actual selling 
prices, 
MR. MeRUER: How can it be gaid thet these are 
hypothetical cases 7? 
THE COMMISSIONER: Mr, MeRuer has told us earliey 
in the day how access to the Americen market was and i 
‘ prevented, 
20 
MR. SELLOCK: But when my friend speaks of the 
Gonsumer peying these prices -- 
MR. McRUER: He would have to pay if he imported. 
THE COMMISSIONER: It is because he would have 
25 to pay so much that he does not import. 
MR, MeRUER: My friend quite misunderstands what 
I said. I am stating what the consumer actually paid 
in Ceneda. 
THE COMMISSIONER: If he imports. 


30 MR. McRUER: No, if he buys in Ceneda. The 
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The Cenedien price is $225, and the Americen selling 
price is $171.48. So my friend was entirely wrong. 
ig COMMISSIONER: And if he imports he hes to 
pey the duties, and so on, 
MR. McRUER: Yes, he would have to pay $148.43 
duty if he imported. That woulé be added to the 


efford 
$171.48, and he could not possiblyJ/to buy at that price) 


THE CGIMISSIONER: Your ergument there is that 
heving regard to lebour costs and other factors the 
Cenedien menufecturer is taking advantege of the high 
teriff to enhance unduly the price of his srticle to 
the Canadien ¢ onsumer, 

MR. McRUER: Yes, The fect is the Cenedien ¢a- 
sumer pays about $54 more then the American consumer 
peys tor the same article, and the Americen menufeac- 
turer hes to ¢gontend with higher wege costs and 
shorter hours of lebour, Not only that, but that is 
the menufacturer's price. When you pass it on to the . 
consumer and have the wholesaler's mark-up on it and 
the retailer's mark-up on it, the burden is multi- 
plied by 50 per cent. 

THE COMMISSIONSR: When you give the United 
States price of $171.48, what price is that ? 

MR. McRUER: That is the manufacturer's price. 

THE COMMISSIONER: They sre both manufacturer's 
prices ? 

MR. MeRUER: Both. 

THE COMMISSIONER: Then the seme would epply in 


the United States, wholesaler's and reteiler's 
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prorits would heve to be added to both prices ? 
| MR. MgRUER: But in the United Stetes it is 
on 3 yee mark-Up. 
THE COMMISSIONER: The etarting point is lower? 


MR, MeRUER: The starting point is lower. 


5 
There is a difference @& $54, 

THE COMMISSIONGR: And you sey thet heaving re- 
gard to menufecturing conditions, thet is lower 
wages and longer hours of lebour, the Canadian 

» 10 menufac turer is making en improper use of teriff pro 
tection ? | 

MR. MeRUER: Yes, or at eny rate the Canedian 
gonsumer is being seriously pehelized, 

THE COMMISSIONER: Well, thet is the seme thing. 
15 


if he is being penalised it is by the mamfacturer. 

| MR, KELLOCK: Of course, my lord, the difference 
between the ‘Amerieen price end the leid-down value 
in Cenede is about $160, and the difference be tween 
the American price and the Cenedian price is only $54 
So they ere not teking advantege of the spread. 

MR. MeRUER: You would not suggest thet they 

try to teke adventage of the spread, because they 
could not. 


MR. KELLOCK: .I was pointing out the difference 


rs between the leid-down price here and the American 
price. 
THE COMMISSIONER: The leid-down American 
| erticle ? 
40 MR. KELLOCK: Yes. It is about $160 over the 


American price. The Canedien price is only about $5 
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over Oe ee price. These are essentially eot ton 
blenkets, perhaps just 5 per gent wool. 

THe GOMMISSIONER; Of course, when your turn 
comes you can go into this more fully. 

MR. MeRUER: Tarning to psge 99 of my brief, we 
refer to Exhibit 872, showing a comparisam of Cana dian 
end American mill spreeds. The Cemadien mill spread 
in Jenuary 1936, was 7,36 cents per pound higher than 
the American mill spread, notwithstending the lower 
weges peid in Canada. The total mill spread in 
Jenuary 1936 on 100 pairs of blankets emounted to 
$168.71, and the total duty and excise under dete 
of February 26, 1936, is $149.27. In other words, th 
protection atroraed the Censdien manufecturer as 
against the amer teen manufedturer is 89 per cent of 
the totel cost of menufacture. So that to say the 
Canedien menufacturer is being protected by a prohibi 
tive tariff is just putting it accurately 1 think. 


THE COMMISSIONER: We will now edjourn. 


-- The Commission adjourned et 3 pm, to resume 


95 to-morrow morning et 10.50 o'clock, 
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Commissioner, 
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J.C. MeRuer, K.C. and 
E, Beauregard, K.C.  ) Commission Counsel, 
RL. Kellock, K.c. For Primary Textiles 
Institutes 


C.G. Heward, K.c. 


Aime Geoffrion, K.C. For Dominion Textile 
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and Company. 
C.T. Ballantyne, 
S.G. Dixon, K.C. For Courtaulds Limited, 
L.A.Forsyth, K.C. For Canadian Celanese Ltd, 
and Cenadian Silk Products 
Limited, 
A.S. Bruneau, K.C. For Canadian Cottons, 
Thos, Tremblay, K.C. ) | 
and | ) For M.E. Bing Co. Ltd, 
JsH. Hebert, ) 
Francois Lajoie,. K.¢. For Wabasso Cotton Co, 
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Ottawa, Ontario, 
Friday, February 5,1997. 


- The Commission resumed at 10.50 a.me 
ARGUMENT BY MR. MeRUER, K.C,.(Resumed): 

5 When we adjourned last night, my lord, we nitive deall- 
ing with the duties that were psyable on cotton blanvets, 
or mixtures of cotton and wool. At page 100 of my 
brief I deal with exhibit 875 which refers to cotton 
blankets imported from the United States of America 

. 10 under tariff item 526. Prior to 1950 the only du 

payable on these blankets was 273% ad valorem, In 

September, 1930, the duties were increased to 35% ad 

valorem and 30 cents a pound specific duty, The 

effect of that was that on the articles dealt with i 

exhibit 873, that is, 100 pairs of blankets selling 

at $110,00 in the United States the increase in the 

Custems Duty amounted to 310%. I just want to verify 

that, my lord, and be sure there is no clerical erro 

y theres It amazes me that it should be as much. Yas, 

that is correct, my lord, according to the exhibit, 

that there was an increase -- 

THE COMMISSI ONER: 310%e 

MR. MeRUER: 310%. 

THE COMMISSIONER: What is the starting point; what 
is the figure that bore this increase? 

MR. McRUER: That is -~ 

THE COMMISSIONER: It was 273%? 
- MR. MeRUER: It was 273%% 


» 30 THE COMMISSIONER: That was increased by how much? 
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MR. MeRUER: The ad valorem duty was increased to 
354 and the specific added of 50 cents a pound, and 
this being an article that was cheap and heavy the 
specifie duty bore very heavily on it, and that is one 
eriticism that I offer te the specific duties, that is 
that on a cheap Glass of goods -- and we have the same 
thing occurring again in carpets -- on the cheap 
class of soods that must form the great mass of goods 
that the workine man and those with lower purchesing 
power have to buy the specific duties bear dorn more 
heavily because the 3C eents a pound is just the same 
on a coarse heavy blanket that sells at a lower price 
abroad as it is on a fine piece of goods that costs 
more to spin, more expensive yarn in it and that sell 
at a very much higher price abroad. T don't know 
any example that can drive thet underlying pinciple 
home more foreibly than this one, and the same thing 
occurs again when we come to deal with carpets. 
These sold in the United States at about $1.10 a pair 
they are $110 for the 100 pair lot. Mr. Hooper has 
just pointed out tc me that before these changes in 
duties there were quite substantial importations of 
these goods from the Uni ted States. For instance, 
in 1926 the importations,according to the Trade of 
Canada statistics amounted to $140,307, in 1927 
$176,516, in 1928 $286,845, in 1929 $218,898. In th 
fiscal yesr ending the Slst of March, 19351 they amounted 
to $99,465. Now, your lordship-- 

THE COMMISSICNER: What year did you say? 


MR. McRUER: That is the 3lst of March, 195le For 
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six months of that year they were subject to the lower 
duty and from September to March to the higher duties. 
Then, when we come to the full year when they are 
subject to the higher duties it is $3,521 .« 
5 THE COMMISSIONER: Dollars? 

WR. MeRUER: Yes, my lord; in 1933 $1,509, in 1954 
$735. So that we find thet the importetions prac- 
tically disappear altogether. Now, the exhibit 
shows, 873, that on the 100 pairs of cotton blankets- 

. 10 MR. HEWARD: Exteuse me, Mr. MeRuer, may I interrup 
Are these importations you show from the United 
States or all countries? 

MR. MCRUER;: From the United States. 
MK. HEWARD: From the United States? 

MR, MORUZER: Yes, because that is what the exhibit 

deals withs 

WR. HEWARD: I just wanted to make sure it didn't 
mean. ell importations. 

MR. MeRUER: Oh no, N04 We can get that figure 
too, probably. The total importations for 1926 
were $178,068. 

MR. KELLOCK:Is that dollars? 

MR. MCRUER: Dollars, yess 

MR. HEVARD: 176,0007 

MR. MeRUER:$178,068; yoar lordship will notice the 
practically all came from the United States in thet 
year, In 1927 $254,154 out of which $176,516 came 
from the United States. In 1928 $420,612 out of whic 
> 30 $286,845 came from the United States. In.1929 


£551,897 of which $218,898 came from the United State. 
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, In 1930 $341,764 of which $178, 578 came from the 
United States. Now, an examination of the table shows 
that the next highest exporter to Canada that year was 
Poland with $9,071 worth so that the rest was dis- 

5 tributed very generally among other countries, and the 

United States by all odds wes the predominant exporter 
to Canada, Now, when we go to 1951 the total 
imports were $252,422, and that was, of course, the y 
when they were part of the year high tariff and partly 

J 10 || low, but when we come to 1932 -~ 

MR. KELLOCK: Would you give us the distribution in 
1931? 

MR. MeRUER: Yes, United States $167,733 of the 
$232,000, and the next highest -- I beg your pardon, 

I was looking at the wrong figure, $99,463 from the 
United States that yeare 

MR. HEWARD: Instead of $167,000? 

MR, MeRUER: Instead of $167,000; I gave you the fi 
on units instead of dollars, 

MR. HEVARD: By the way, what exhibit is this, Mr, 
MeRuer? 

MR. MeRUER: It is Trade of Canada, Imports from 
the United Kingdom that year were $24,823. Now, when 
we come to 1932 which is the first full year of the 
high tariffs the total imports were $5,520 of which 
| $3,521 were from the United States, and $856 from the 

United Kingdom, so that it is quite clear when we 
are dealing with an example of a blanket made in the 
39 || United States we are dealing with the market out of 


which the consumers were excluded from purchasing, and 
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it was not the United Kingdom market or any other 
market. Then, when we come to 1933 the total imports 
into Canada were $1,638 of which $1,309 came from the 
United States and the balance of $329 from the United 
Kingdom. The United Kingdom was the only other 
importer, that $329. In 1934 the total imports were 
$1480 of which $735 was from the United States and 
$704 from the United Kingdom and $13 from St. Pierre 
Miquelons 

) r MR. KEKLOCK: Whesd is the description of those impozts 
in Trade of Canada? 

MR. MeRUER: Blankets of cotton, not to include 
automobile or steamer rugs or similar articles, I+i 
the article dealt with in the exhibit that we are 

15 referring to, Then, in 1935 the total imports 
were $3,754 of which $2,016 came from the United Sta 
and $1604 from the United Kingdom, and St. Pierre 
M&hquelon seems to have been excluded from the market 
that year. So that when we are dealing with this 
exhibit we are dealing with a conerete case of a 
prohibitive tariff put on an article that goes into t 
homes of those who have reduced purchasing power, and 


gives to a very few manufacturers of these articles i 


Canada @ canolete monopoly of the Canadian market, 


i Now, the result; on 100 pairs of these blankets 
selling in the United States in January, 1951 at 
$85 the ad valorem duty amounted to $29475 while the 
specific duty amounted to $82.50, so that the specifi 
aA duty ajone was 97% on an ad valorem basis and yet 


apparently some came in from the United States and pa 
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the duty, so that the prices here must have been such 
that even at that they imported sone of them, anyway, 
into the country, 

THE COMMISSIONER: You haven't our prices? 

MR, MCRUER: Yes, I have our prices. I will deal 
with them in a moment. We have them in the oxhibit. 
In 1933 on 100 pairs of blankets selling in the Unite 
States at $70 the ad valorem duty amounted to $29.45 
and the specific duty amounted to $82.50, or the 
specific duty alone was 118%, 

THE COMMISSIONER: That seems to be more than 310%, 
as in the former case. 

MR. McRUER: It was a 310% increase at the beginnin 
but as the price went down in the United States then 
the specific duty went up when calculated on an ad 
valorem basis so that the total duty at this time in 
1933 smounted to 137,45 per cent when caleulsted on 
an ad valorem basis, and, of course, in addition to 
that there was the 3% excise tax which would be an 
additional protection of about 7% on an ad valorem 
basis, The excise taxes amounted to $5.88 on that 
illustration where the cost in the United States was 
$70.00. The excise tax was $5.88, $3.36 of which was 
levidd on duties payable and $2,52 levied on the 
selling price of the goods so that the excise tax 
that wes imposed was greater on the duties payable 
than it was on the selling price of the goods, so that 
it was a tax on the privilege of paying duties, In 


addition to all this the Canadian manufacturer had 
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at the time the benefit of the protection afforded by 
the currency exchange of 20.19 per cent, When the 
importer went to buy in the 4merican market in addition 
to the customs duties he paid he had to pay 20.619 per 
5 cent premium on American funds, 
At the present time, since the Canada-United State 
Trade Agreement, effective since the lst of January, 
1936, the tariff of duties is 30% ad valorem and 25 
cents a pound specific duty, On an importation cost 
) 10 ing in the United States $107°-- this is since the 
change on the lst of January, 1936 -- the following 
duties are payable, $32.80 ad valorem duty, $68.75 
specific duty and excise tax of $6.25 or a total of 
$107.20 duties on the shipment costing in the United 
IP States $107,00 or an even 100% ad valorem as against 
272% prevailing prior to September, 1950. So that 
the record of importations shows that prior to the 
increases the competition came from the United States, 
that since, or during the last five years there has 
been no competi tion from the United Kingdom, there has 
been no conpetition from the United States, and when 
I say De DE a don't think I am exaggeratin 
it. $5,000 in the Cansdian market cannot be argued 


to be canpetiti on. The trade enjoys on this item a 


| 25 
tariff protection of 100%, 

THE COMMISSIONER: Can you tell me anything about thb 
importations during the last calendar year? You see, 
the lower duties have been in force now a whole years 

30 MR. HOOPER: That would not make any difference, my 


lord, because the duties are still so high they could 
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not come ins 

Tit COMMISSIONER; You don't know; you haven't got 
any figures? 

MR. McRUER: We will ask at the department for the 
figures so we may have thems 

THE COMMISSIONER: That is, it would seem to be 
herdly worth while having a treaty and reducing the 
duties unless you reduce them low enough to produce 
trades 

WR. MeRUER; We reduced them from 118% to 100%. 
THE COMMISSIONER: If that is not low enough to 
produce trade what is the use of reducing them at all? 
MR. MeRUER: It is a paper reduction; that is alle 
It is a bookkeeping entry.e 

THE COMMISSIONER: Yes, but this is the result of a 
treaty. I would like to know what is the effect on 
the importationss 

MR. HOOPER; I will get that, my lord, 

MR» MeRUER: But from the consumers’ point of view 
I submit that on his behalf it can be said that he is 
really at the merey of the Canadian manufacturer of 
these blankets. I don’t know that there can be any 
attempt made to justify a duty on any basis except as 
a prohibitive duty, Some witnesses that appeared 
before the Commission did attempt to justify prohibi ti € 
duties, Mr, Watson, for instance, contended that all 
competition from abroad should be shut out of the 
market because he put it om the ground that if you buy 


a dollar's worth abroad you have taken away a dollar's 
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worth of business from the Canadianfanufacturer and, 
therefore, “% job fran the Cinndion workman. That is 
an evonmais principle that, I este’ cannot underlie 
any sound basis of fixing customs duties, but it seem 


to be the one that would apply to thise 


Now, your lordship asked about the Canadian selli 


prices of these blankets. i thought that it was in 
the exhibite __ 

THE COMMISSIONER: Maybe it iss 

MR. MeRUER: No, I don't find it here, Mr. Hooper 
has stepped out for the moments 

SECRETARY WHITELEY: It is in 874, isn't it? 

MR, McRUER: I am not sure that is the same blanket 
It does not look like the same one to me. You see, 
the Canadian blanket is 3,32 pounds per pair and the 
American is 2075 pounds per pair. There is a slight 
difference, It may be a considerable difference in 
the weight, but in eauparing the price of these 
blankets they are cotton blankets, at any rate, so 
whether it is the one dealt with in the exhibit or no 
these would be subject ee the same customs tariff. 
The Canadian selling price per pound in March, 1950 
was 54.22¢, the American 40,00¢. On the 26th of 
September, 1950, the Canadian was 51.20¢ and the Amerjcan 
30.91¢. On the 12th of April, 1932 the Canadien was 
48.19¢ and the American 25.45¢ so that the Canadian, 
on that date, is almost twice as much as the American 
selling price, and the Canadian selling price was 
maintained at the same price right through to the 12t 


of April, 1935 at 43419¢ and the American at the same 
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price 25+45¢,. Then, on the 9th of February, 1934 


the Canadian selling price was 52e71l¢g and the Americ 
selling price 45.64¢. Now, that would be at a time 
when the N.R.A. was in effect in the United States, 
and their workmen were working on shorter hours of 
labour and higher wage rates so that we see there 4 
very clear example of the difference between what the 
Canadian manufacturer was charging and the American 
manufacturer was charging. Then, in Mareh, 1935 the 
selling price in Canada was 52-7lg and in the United 
States 40,00¢, and then we come down to 1956, January 
1936, after the provisions of the treaty came into 
effect and the Canadian selling price was 49.70¢ and 
the American selling price 37 -O9¢ « So that the 
Canadian selling price was about 33% above the énericpn 
selling price after the change in the treaty. 

MR. HEWARD: These figures are in exhibit what? 

MR. MeRUER; Exhibit 874, and the American article 
throughout was a heavier article than the Canadian. I 
summarize just what I have said in respect to that 
exhibit on neue 10hi | 

Now, Mr. Hooper had gomething here I wanted to dr 
your lordship's attention to in respect to the wooll 
25 blankets before I leave the subject of blankets,on the 

question of importations, so that we may have it com 


THE COMMISSIONER: Are the rates of duty the same qn 


woollen as on cotton blankets? | 
MR. McRUER: They are at page 97e 


a THE COMMISSIONER: Blankets whobly of wool, blianke fs 
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‘9 ! wholly of cotton and then -- yes, I remember we hed 
all a. yesterdays 

MR. MCRUER: They were merged. They are the same 


| now, my lord. They were aifferent prior to September 


27, 1930, On September 17, 1950 they were brought | 
together in one itetis Woollen blankets; importation 


of woollen blankets, my lord, for the year 1926, 


$601,000, $546,000 of which was from the United Kingion 
1927, $631,000, $578,000 of which was from the United 
Kingdom. 1928, $800,000, $750,000 of which was from the 
United Kingdom. 1929, $925,000, $827,000 of which was 
from the United Kingdom. 1930, $1,015,000, $816,000 
of which was from the United Kingdom. 1951, $729,000 
$591,000 of which was from the United Kingdom. 1952, 
$157,000, $149,000 of which was from the United Kingdom. 
Your lordship will notice how they dropped off between 
1931. and 1952. The importations dropped from 
$591,000 to $149,000 from the United Kingdom. In 1933 
the total importations were $61,000, $78,000 of which 
was from the United Kingdom, In 1954 the total impor 
tations were $76,000, $74,000 of which wesm from the 
United Kingdom. In 1935 the total importations were 
$188,000, $185,000 of which was from the United Kingda 
and it is rather interesting just in that regard to lajowv, 
my lord -- now, is this $185,000 the invoice vaiue 
or the duty paid value? 

WR. HOOPER: It is the value for dutye 

MR. MCRUER: On the $185,000 imported in 1955 from 
the United Kingdom, on those goods they paid $73,000 


in duty so that your Lordship will see the burden of 
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duty on the consumer of those goods that were imported 
MR, KELLOCK; That $75,000 is incinded in the $185, 0p0? 
MR. MeRUER; No, $185,000 is the value for duty 


and $73,000 is the dutys 


(page 14212 follows) 
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Thet was with the reduetion in duty thet hed been 
put on in 1932 when the impire Trade 4greement was 
negotieted, Mr. Hooper hes just secured fran the 
department the rigures in regerd to the imports for 
the nine months ended December 61, 1926. 

THE COMMISSIONER: Fron the United States ? 

MR. McRUER: From the United Stetes, on cotton 
bkenkets. This deels with the last exhibit. The 
total imports were $2,249, of which $1,109 came 
from the United States. That is for the nine months 
ended December 61, 1956. 

THE CGMILSSIONER: The new rete of duty begen 
when 7 
i: WR. MogRUER: The first of Jenuarys 

THE COMMISSIONER: You have not the figures for 
the first three months ? 
MR. MeRUER: No, I presume that is on accmmnt 
ef the statistieel yeer ending March glst. I suppose 
4 we can get the figures for the other three months. 
Thet is all I heve to say on the subject of blankets, 
my lord. . 
| Now we come to the subject of carpets and floor 
rugs dealt with on page 101 of my brief. From 1907 
25 +o.1930 these were subjeet to duty under tariff item 
Nos572 at rates of 25 per cent, 350 per cent and 
$5 per cent respectively. When IL come to deal with 
the finenciel history of these comanies, I think 
that is importent, my lord, we will see how the 


39 carpet compenies got along for twenty-three yeers in 


meed bad tadt ytab al melt whet, ost at iw 288 «tun 
cow tnemperys ober? stiqal odd aodw S80L nt a0 tuq | 
odt mitt hewoes tesl saa toqool..1 +betatzozen | 
+t — eit of Sraget af ee git git smebceel ' 


,282L ,1& redmesed hebne sdinom onin odt f 
¢ gotaté betint edz onott :TMO TER INA 0 an? 
sotdce mo ,eefate fotig! ad? moxl sHaUioM .AM 
off .tidisdwe geal edt déviw ufseb ald? ,etedneid 
smog @0L,[$ detdw to ,@b8,8) otew atiogal Latot 
itaom oats alt tor af tadT .eetss® hetigU oft most | 
-B80L ,[8 twedmevel bebue i 
asned q?ub % etet wen of | $a MOL cele o Sar i 
8 autw 

eYiarast to tet eff si Viel fi 
ot eotmit edd ton oved woYk s AZM Lee Dia 0 ri) 3 
? aivmom eo ids torts ot 

tawees co et tedt eemectg I .o sEi hoi ed 
ioqqre I .telé dowel ait thee tsey taeivalvats oat to 
aitmom egitt tefto eit rot setaenit ed? Joy as6 oF 
13 ovine Id to testdse eft mo Ysa oF evar I ife ai att 4 | 
; Ce ide ae 3 -ftol vel 
roo ft bus eicetse To seejdue ond GF OM00 ow wold F t | 
roel mort . .teltd ya to LOL eas Ao ativ +ieob eairt 
neds ttizat ctejres yeh oF toe (dee orow eeeds O8OL ot 
fos tupo toq OF ,tm99 T9q. e@ 20 sever és fase} 
jitiw {e06 of omoo I aedW 
sanhest I ,vselasqmos enodis ‘to ideas 
ont wod e9e iftiw ew stohyn poate 
y aus re ons —ctamet 


» “% 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO 2 CANADA 


14213 
Ceneadea under these retcs of duty. 

Then we cane to the year 1930, when the rates 
were increased to @ per cent or 35 per cent end 
40 per cent respectively, ani 10 cents, 15 cents 
end 20 cents per square foot specific duty. Now 
thet is e specifie poe per squere foot on carpet 
irrespective of the price or quality of the carpet. 
For instence, teke es an exemple, very heavy end 


expensive carpet, end we wijl give an exemple of 


that; it just pays the seme rate of specific duty 
as the poorest covering thats man might sea to put 
on the floor of his home 
In 1962 the British preferential rate was re- 
ae dueed from 10 cents per sqare foot to 5 cents 
per square foot, but the retes under the other 
tariffs remained the same. In 1935 a change was 
mede and the orientel and imitetion-oriental russ 
end carpets, not otherwise provided for, if valued 
i ) < at less than $2 per square yard, cme in at an ad 
velorem rete of 60 per cent, 55 end 40 per cent, 
the same ad valorem rates as before, but under the 
British preference the specific duty is 4 cents per 
square foot. So thet there is an allowamwe under 
25 the British preferense of 2 cents per squere faot 
in the specific duty in favour of the lower priced 
Garpet, but no allowsence under the intermediate 
end general teriffs, and of ¢ourse one would expect 
the lower priced cerpets to ¢ane in under the 


intermediate ami general tariffs. ‘ 
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> 
Just as an exemple of how this might work out 
~~ it is anextreme exemple -- on a rug meade of very, 
very flimsy material thet is not likely to eanpete 
with eny other fabric thst is made in Canede because 
its special construction is sochesep ani so flimsy, 
peing merely a floor covering fran Jeapen, the rete of 
duty on thet -- one of the cuswms offielels toid me 
thet he had en actual invoice that worked out at 
2,600 per cent. ‘Theat ise very extreue case, but it 
just Lllustretes how these specific duties can work. 
Whet happened was thet this particuler lot had be en 
imported end had got by under some other elessifie 
tion than carpets end rugs. Then they came back to 
15 essess them duty on it, but it wes going to work out 
%$o so many more times than the value of the article 
thet they fimlly emeluded: Oh well, it has been 
imported now, end we are not going to go back end re~ 
glessify it. But there was the invoice with the 
»% 20 ¢lessification put on. 
MR KELLOCK: It is going to bee Little dif fieul 
to compere thet anyways 
MR. McRUBR: Yes, I am only using it as a 
hypothetical case of how it ean work out. It dt 
25 merely suggested a hypothetical case, without there 
being eetually in existence an invoice of the cherac ter, 
one would herdiy believe it possible. It just mean 
this, thet this very cheap fabric that is spread ove 
the floor, end because it is spread over the floor, 


eanes under the clessification of a rug or cer pet, 
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becomes subject to 15 cents per square foot specifi 
duty. 

The cerpet industry in Caneda carried on for 
twenty-three yeers withots change in the c ustans 
tariff, and the effect of the inerease in duties 
is shown by Exhibit 875, ‘The increase in 1930 
emounted to 171 per cent on the item dealt with in 
thet exhibit... The specific duty whe applied 
amounted to more then the ad valorem duty. The 
ed velorem duty on e one thousand-yard, 36" tapes try 
piece deelt with in Exhibit 875 amounted to 
$224.48, ond the specific duty to $270. I em dealin 
here as @ piece ‘coastal under the British pre-e 
ferential terirr, end therefore it is not under the 
higher sce le of mnsitie duty. Ir, itwere, it 
would be valerian h sare ° When the price decreased 
in England to $730 AS agains t $831 in September 
1930, the specific duty W6s considerably more than 
the a valorem duty, the ed valorem being $197.10 
as ant nat @ specific duty of y270, The effect of 
the 3 per cent excise tax, agein, was. thet the exec ise 
tax amounted to $35,91, $14.01 of which was payeble 
on the pan tame duties. I just point ot en error 
there on page 102; in the fourth line from the bottan 
"is moet, Spars Should be "was payable". A change was 
mede in respest to the excise tax on goods caning in 
under the British preference, 

| THE CUMISSIONIR: Whe was the change ? You 


ere talking of April 1952 and April 1934, 
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MR. MeRUER: In April 1934 it was reduced to 


lg per oent, and then on May 23, 1935, it wes abolished 
so fer as imnortstions udder the British preference 
vere concerned, 


THE COMMISSIONSH: What was abolished ? 


5 
MR. MecRUER: The excise tax, 
THE COMMISSIONER: So thet the situetion to-day, 
hen, is the seme es it has been sinc that dete in 
1935, is it net ? 

» 16 MR. McRUER: Theat ie scorrect. The at the foot 
of the page 1 compare the situation to-day with the 
situation prior to 1950. as follows: 

"On an importation costing in Eng land 
$689.44, $267,15 is payable in duty. If 
15 the teriff of customs duties that preveiled 
from 1907 to 1920 were in effect to-day, the 
gustoms duty on such goods imported into 
Cenede from Greet Britain would be $155,12." 
50 that the margin of protection on this importation 
y¥ 20 ils $267,15 as egeinst $155,12, or $112 increase over 
“155.12. 
THE COMMISSIONER; Do you deal here with the 
spelling price cf gimiler articles in C.mda ? 
MR. MgRUER: We heave not got thet». 
a THE CGQMMISSIONER: You were showing last night, 
‘pr ims tence, the advantage teken of the tariff. 
MR, McRUER: Yes, my lord, 
THE CQMMISSIONER: You have not followed that 
» a » in this case. 


MR. MgRUER: We heve not got canparetive articles 
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in this cese, 

THE COMMISSIONER: We heve not cot in in 
dunnts:: you mean 7 

MR. HOOPER: We heve them, but the figures 
desired fran the Toronto Carpet Company were not com 
plete, am are not complete yet. I have been un- 
able to do the duty that was essigned to me in thet 
respect, 

THE COMMISSIONER: When were they asked for ? 

MR. HOOPER: About May of last year. Again 
they were asked for costs in November, ani I again 
esked for their costs in December when I was dom 
in Toronto, | 

THE COMMISSIONER: Whet aid they sey to you ? 

MR. HOOPER: They promised to send them on, 

THE COMMISSIONER: Wheat about their selling 
price ? 

MR. HOOPER: Without knowing what grade of yam 
goes into the carpet it would not be possible to 
check up with the English goods. 

‘THE COMMISSIONER: I will speak to you about 
thet, Mr. MeRuer. 

MR. MeRUER: Yes, my lord. 

THE ¢ GLIISSIONER: Beceuse it is important 
thet ne should knowthe Some price when we ere 
dealing with tariffs, 

MR. MeRUER: Yes, very important, end it is 
equally important, as Mir, héeeak ssys, thet we should 
nis we ere dea ling with the same kind of erticle. 


THE COMMISSIONER: You told me something 
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yesterday with respect to broad silk mamfeetures, 


for instance, and we should know if there are eny 
other such cases, 

MR. MeRUER: Mr. Hooper has been doing the 
best he cen with these people to try to get any evi- 
dense whieh would enable us to give a certificate of 
good ciaeracter to them, 

THE COMMISSIONER: No matter what kind of a eer- 


tificate is given we should have the evideme. 


10 
MR. McREER: Quite right, Turning to my brief 


I ma ke gome other comments in respeet to some of the 
methods thet have been teken to reise the price of 
carpets in Canedea, The type of carpet dealt with 
+‘ in Exhibit 875 sold in Great Britain in 1936 for 

69 cents e squere yard: So it ig the cheeper cless 
of eerpet. 

When we come to Exhibit 876 -- I am referring 
to page°i02S of my brief -- we deel with a more ex- 

Re ‘ pensive type of earpet. This is carpet eo sting in 
Great Britein $3.61 per squere yard in’1930, and $3.22 
in 1936, The increases in duty in 1920 moan.ted to 
56¢ per cent. Your lordship wili see thet the in- 
crease in duty on this particular type of carpet wes 

25 only 56: per cent, but on the poor men's earpet the 
increase was L7i per cent, so that beers out the cri- 
ticisum thet i mxe of tie effeet of the specific duties 
and Lt think it is important, heving regerd to the 
Limitation of the purcinsing power of the m gses of 


2 30 the eammunity, that that should be c msi dered. 
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| The ad velorem duty on the more expensive 

ertiele smounted to $1,001. The price of the article 

was $3,710 for a one thousand-yeard pieee, " I 

quote from page 108 of my brief: 
"In Septenber 1930 the totel ad vslorem duty 
was 54 per ecnt, At the present time the 
rate on this febric, imported from Great 
Britein, would be 30 per cent and 5 cents per 
Square foot. On the fabric Selling at the 

i? See price to-day, that is $5,710.82, the 
total payable on an ed valorem basis would 

be at the rete of 31 per cent," Hoenxixaays 
When I say "the totel payable", thet is the spedific 
and the ad valorem, 31 per cent, ; 

7 MR, KELLOCK: You heve not taken off the 10) 
per cents | 

MR, HOOPER: Yes, to get 31 per cent you would 
have to, 

MR. McRUER: Yes, In the remainder of the 
pege,my lord, I comment on whet I have already 
deelt with, | 

THE COMMISSIONER; Yes, I heave read it. 

MR, MgRUER: There is a typographicel errer 
25 in the seventh line from the bottom of page 104 of 

my brief, where it reads "aa veloren duties are 

collected on an ad valoren basis." It shoula 

read "when the specific eng ad valorem duties are 

reckoned on an ad valorem basis," It should be 


> 30 “reckoned” or “celeulated"” instead of "sollectea", 


-- The Comni gsi on adjourned for e short recess, 
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-~ On resuming: 


MR, MgRUER: At pege 105 of my brief, my lord, 
we deal with the rates of customs duties on knitted 
fabrics in piece gocds. Again from 1907 to 1922 
substantial but sreekiz not exorbitant customs 
duties applied, 224 per cent, 30 per cent and 35 per 
cent in 1907, end in 1922 the British Preference 
rate was reduced from 22} to 20 per cent. In 1928 
the rates were revised and alterations made according 
to the fabric, For exemple, cotton or linen knitted 
febric ceme in in 1928 eat 20 per cent, 274 per cent 
end 30 per cent. There was @ reduction of 2% per 
cent in the Intermediate schedule, 

Then woollen or worsted goods, five ounces per 
squere yerd or less, came in at 223, 30 and 35 per 
cent. There was en increase there of 24 per cent 
over the then prevailing rate under the British 
Preference, but that simply restored the rate to what 
it hed been before 1922, Then woollen or worsted 
goods, over five ounces per square yserd, ceme in at 
2% per cent, 35 per cet and 35 per cent, which was 
en increase in both the Intermediate end British 
Preferential tariffs. Real silk in 1928 had rates 
respectively of 20 per cent, 325 snd 35 per cent. 

The British Preference remeined the same but there 
wes an inerease of 24 per cent in the Intermediate, 

Then we come to September 17, 1930. Again, 
with respect to several items that hed been seperated 


for the purpose of meking the duties more equitable, 


suo k wu stele “yet to zz ond oh ‘RUHL aM: 
‘borsta iLO astesb atosene we setae od atiw 108 ox 
380 Ft TOCL mort abaya vabs0g esote at voles 
| emotexo Juss idxoxs ton eascorg tu istenetedve 
| t0q 88 han tae © “eq O8 Lema saq #&8 -boiiqas neltub | 
| Sctetetett Galt fri aie Sser Slbae ,%eL at daes 
S8ei at »txee taq OS of éss mort 6 ouber ace ot a | 
sitinoves. ebem pu0 totes Ls hate boatven. stew eotst ony 


bosstnd wenir 2 norees Wp Lemans wt. soltdat ost ot 


bartapet Itt €v8 «time 18 G os oe ages al al: oie pltdst | 
diag de to nn Méthex S es ote! theo neq os Bas i 
ol abodes otoiboms tal odt at tues | 
Sq aoonne evil ,ehoon Setéetow «co set teow nod? : 
Teg CG Sas OS ,f88 ts at amen , weet to hiey etesou a 
sae Beri] #8 io etedt esaexeat a3 aay ered tae F 
dattice odd to Saw etax gall beverg rgd. ot “Seve 
‘saw Of é¢et eit bototess Uquie taut tad ,eenete tert ! 
betetow to aelfoow wont SBE ‘Sled seed bad at 
ta ai omss ,hisy Siswps Taq eeadyvo ovlt.te vo abo03 | 
aew doldw ,tmo tog €8 baa tmpo teq dase +04 ae | | 
Hete ba ote etelbemetyl edt sted mt oeseront ae | 
*nenbh bed O2@L mt Site Leek e%tizes Satsaorere+t | 
-Jaeo tq SS hue $88 \ tae teq Os t6 Wort coca | 
eredd tad mee ont bent aay eonersterT Posie 


2taldesrstal edt at ta0e 8 if ro comnts am 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


a 


REPORTER 


CANADA 


TORONTO 


14221 


thet is, thet a hig: rete of duty should not prevail 


where only e low rete of duty wes required, a cm- 


so lidatiom was put into effect and the rates were 
made 25 per cent British Preferentiel, 25 per cent 
Intemediste and 45 per cent General; so that the 
Generel wes reised 10 per cent. Although it appeer 
from the schedule that there wes a reduction, 25 per 
eent was the rate to eountries receiving most 
favoured nation treatment. So these caintries thet 
enjoyed fevoured nation treatment had the benefit of 
25 per cent. 

THE COMMISSIONER: The rates were only 25 per 
cent anyhow ? 


MR. MeRUER: Yes, my lord. 


Page 14222 follows 
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‘THE COMMISSIONER: Well then, when the inter- 
mediate earcet was made 25% did not their position 
become bettered again? 

MR. MeBWER: They were only paying 25% before, 

THE COMMISSIONERS: No, but take the tariff item. | 

30%, intermediate, and you say they only pay 25% 
because of the Most Favoured Nation Treaty, Then 
when you make the intermediate 25% did not they 


again get a reduction on account of the Most Favoured 


10 
Nation Treaty? 
MR, MeRUBR: No, that was the minimum rate, 
Mr. Hooper sald. 
THE COMMISSIONER: Well then, for all countries 
u affected by the intermediate rates. 
MR.» McRUER; Yes, they were xiven the same rate 
as most Favoured sekton: 
THE COMMISSIONER; Only the Most Favoured Nation? 
20 Oh, but you put 25% here as being intermediate tariff 
MR. HOOPER: Yes, in 1935 that applied to all 
under intermediate whether under Most Favoured Nation 
Treaty or nots 
THE COMMISSIONER: Well then, when 30 did apply 
25, ' 


to them all, on five things or less, that was 30% 
intermediate tariff and then Most Favoured Nation 
ouly paid how much? 

MR» HOOPER: | 25%e 
Bey. % 


THE COMMISSIONER: When yoW make that item 25% 


how is it that they did not get another reduction 
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under Most Favoured Nation, since other nations --- 
MR. HOOPER: Why did not they pay more? 
THE COMMISSIONER; No, why did not the principle 
apply when you make it 30%? 
MR. HOOPER; There is no special treatment in that 
Cases 
MR» MeRUER:. They all get the same anywaye 
THE COMMISSIONER: Under this item there was no 
> tape| Most Favoured Nations left, is that it? 
MRe MeRUER: Apparently note 
THE COMMISSIONER; They were all treated alike? 
MR. MeRUER: Yess However, in 1933 the ad 
valorem duties were increased under the Intermediate 
Tariff from 25 to 35% 
THE COMMISSIONER: Now then, what about oer ife at 
Favoured Nation? 


MR. MeRUER:. How did the Most Favoured Nation get 


20 |ialong in 19535? 
MR. HOOPER: Well, new treaty at that time. 

MR» McRUER: There were no concessions made with 
respect to these fabrics under the Most Favoured Nation 
Treaty? 

MRe HOOPER; That is right. 

THE COMMISSIONER: They all paid 35 and 25? 

MR. MeRUER: Ané your lordship will see that apy 
gaps that were made in 1950 or let in 1930 were plugged 


up in 19335 in respect to the intermediate and general 


tariff. 
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Then we come to knitted goods generally. from 
1907 to 1922, underwear, drawers and knitted goods, 
not otherwise provided, came in at 224%, 50% and 35% . 
respectively. In 1922 there was a reduction in 
the British Preference of 2$%. In 1929 there was 
an attempt made again at classifying these goods» 
So that the cheaper class of goods would pay lower 
rates of duty under the British preference, The 
rates in 1929 were 20%, 30% and 35% for those goods 
valued at more then 90 cents per pounde Tho se value 
at less than 90 cents 4 pound were subjected to the 
same Seeds of duty under the intermediate and general 
but 15% under the British preferences fhen in 
1930 they were all grouped together again end the 
rates were 25%, 25% and 45%, which was again the 
inerease under the British preference. It appear 
‘on the face of it a ‘decrease under the Tntermedi ate 
put I presume that was again accounted for by the 
vost Favoured Nation Treaty and an increase under th 
General, but this rate only prevailedé until the 22a 
of Mareh, 1933, when they are inereased under the 
Intermediate to 35% and specific duties put on of 
25 cents and 350 cents a pound respectively under the 
co hayiaene and general tariffs 30 thet the 
increases in 1933 aru made apparent in exhibit 812. 
In addition to the increase under the Intermediate 
from 25% to 35%, we have & specific duty and it is 


applicable again at the same rate on the aifferent 
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classes, the poorer and more 6xpensive classes of goodp. 


And silk knitted goods, for instance, come under this 
item just the same as cotton knitted goods and 
irrespective of the quality. Now, in addition to 
this Tariff protection that was given in 1933, special 
action was teken by the Minister of National Revenue 
on the 7th of June, 1932, by an order in council passe 
umier Section 43 of the Customs Act, and an advance 
Was made on the true invoice value at the place of 
export if in Canadian funds, or fts equivalent in 
Canadian funds, as follows: 

"On Wool Jersey Cloth 25 gents per pound, 

On Cotton Stockinette 19 cents per pound," 
Now, that was a different way of accomplishing the 
Same results as putting on fixed valuation, only it 
did this; That if the price rose in the foreign 
country or the country of export this figure always 
provided for a margin of profits For instance, 
had they fixed the price at, we will say, 40 cents 
a pound, and the price rose in the foreign country 
to 40 cents a pound and went on to 42 cents a pound, 
42 cents 4 pound would prevail in place of the fixed 
valuation of 40 cents a pound, but under this 
principle where it is 25 cents advance on the selling 
price in the country of export, they always preserved 
the margin of safety that is provided irrespective 


of the raise of the price in the foreign countrys 
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If it rose to 40 cents a pound the value for duty 
would be 65 cents a pound independent of exchange. 

» RHE. COMMISSIONER:... Were any reasons given for 


this action in the Bulletin? 


nr 


‘MRe WCRUER: No, my lord, we have a copy of the 
Bulletin, it is.dxhibit 878, we have it here. 
All the Bulletin says is, 
"By an Order in Couneil. passed under Section 
43 of the Gustoms, Act, the Honourable the Minister 
ef National Revenue was authorized to fix the 
value for duty of Wool Jersey Cloth and Cotton 
Stockinettes and he was, under such authority, 
fixed the value for duty thereof at the following 
advances on the true invoice value at the place 
of export if in Canadiana funds, or its equivalent 
in Canadian funds, converted at the rate of 
exchange on the date of shipments 
5 20 f ool Jersey Cloth - 25 cents per 1be 
Cotton Stockinette.- 10 cents per 1D»" 
THE COMMISSIONER: The Order in council might give 
his reasonS. 
WR. McRUER:, It might. Could we get & copy 
of the Order in Counei,? 
THE COMMISSIONER: Because when things of that 
sort are, done it is well to fine out why they were donq. 
There may, be some good aaaeetl aed there may note 
? 30 It is a drastic actions 


MR.. MeRUER;...1t is, a drastic action and it does 
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more than merely raise the value for duty, it brings 
into operation the dumping duties as well and it keep 
in operation the dumping duties, by reason of the 
fact that it is always an addition to the home market 
selling price, if, as I say, the value had been 
fixed at 40 cents and the Home market selling price 
rose to above the 40 cents, then there would be no 
dumping duty applicable at all because the home marke 
price was sbove the fixed valustioa but fixing the 
veiue for duty at 25 cents above the invoice value, 
then you keep the dumping duty always operating. 

THE COMMISSIONER: You create a yoid for it to 
work in? 

MR. MeRUER: . Yes. 

THE COMMISSIONER: What about this appraisers't 
Bulletin - has it been revoked? 

MR. McRUER: Yes, it was cancelled on the 27th 
of December, 19354 The appraisers? bulletin 
goes on to read@e as — 

"In the case of goods shipped on consignment 
without sale prior to shipment, the value for 
duty shall be the value «es sold fcr home- 

= consumption in the usual amd ordinary course 
of trade in like quantity and condition at the 
time and place of export, converted into Canadian 
funds at the rate of exchange on the date of 
shipment plus the above advances. 


The provisions of Section 6 of the Customs 
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» Tariff act to apply, and goods shipped on consign- 
ment without sale prior to shipment will be subjec 
to the same special duties as if the goods had 


been sold prior to shipment at aforesaid home 


nn 


‘consumption valuss 
m The sheers values not to apply on importati ons 
bona fide purchased on or before the 7th of June, 
1932, and imported and ethered at Customs on or 
before the 7th of July, 19524" 
Now then, Exhibit 879 deals with an example of the 
effect of the Bulletin on the knitted wool jersey 
cloths from Great Britain in the grey. In May, 
1932, 100 pounds at 3 shillings 9 pense would be worth 
£18 15s at $4.86 would amount to $9125.« The 
isthe sitios the British Preferential Tariff Item, 
ad valorem duty of 25% less 10% amounts to $20455~ 
The excise tax, Sf, on $llls78 amounts GO G5e55~ 
> 29 || The dumping duty at $4940, £18 155 at $440 - that is 
when there was a special valuation on the pound for 
Gumping duty purposes at that time - less 215 lis at 
$4910 - now, that would be the current rate of exchange 
that would amount to $5044, making a total duty and 
. | excise of $29e52+ On the invoiee value at $4.11 of 
| 3774066 Now, in August, 1952 - this is after the 
appraisers’ bulletin comes into effect on the same thing, 
we have the total éuty and extise amounting to 


4 so | $51,66 or the price to the consumer rose from $106.58 


to $128 po4 * 
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THE COMMISSIONER: Then the duty and excise was 
raised from $29432 to $51.66. 
MRa MeRUER: Yes, or from 38% to 67%, So, again, 


we have here another operation of an increase done 


On 


by Order in Council that was very mueh more drastic 
than anything that had been adopted by Parliament 
or put be fore: Part ianent; at any rate - of course, 
Parliament authorized the doing of it by Order in 
» 10 Councils 
Now, the next example deals with the same sort of 
an article but in respect to the United States Market. 
We have om 16th of May, 1932 - that is before the 
‘. Appraiserst Bulletin, the total duties amount ng to 
$6663 or § 49%, and ttn tenn apple Leiter Bulletin 
amounting to $105.88 or 76%. - Then the next 
illustration, my lord, the third one on page 109 shows 
the additional increase that there was over and above 
the increases provided by the appraisers’ Bulletin 
by the intreduction of the specific duty and that 
inereased the duty again from$105s88 to $155.75. 
So that it was on that occasion 99%e So that we 
have it during about a year from the 16th of May, 
1932, to the 2nd of May, 1933, going up these steps 
from $66.05 to $105.88 due to the issuance of the 
Appraisers' Bulletin, the action under the Order in 
Council, and from $105.98 to $135.«75, due to the 


action of Parliament by putting on a specific duty 


of 25 cents a pounds 
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But we can siake a comparison there of what is 
done under Order in Council es compared with what was 
- done by Parliament - the rate was inereased from 49%, 


to 76% by the Appraisers’ Bulletin and from 76% to 


on 


99% by action of Parliaments And it does make 
one wonder whether the effect of the Appraisers* 
Bulletin that was in effeet would ever be before 
Parliament when they are called upon to consent to th 
5) 10 inereases that took place when the specific duties 
were added. One just wonders when departmental 
action is taken in this way whether there is anything 
that goes before Parliament that says that we have 
+s ¥ the issue of an Order in Council increased these 
duties in 1953 from 49% to 76% and now we ask you by- 
the imposition of a specific duty to increase them 
from 76% to 99% 
THs COMMISSIONER: The Order in council would be 
passed onder Section 43” 
MR. McRUER: Yese 1 will get that Order in Counc i. 
THE COMMISSIONER: As the section authori zea 
taxing by Order in Council, one would think under 
proper practice they would advise the proper author- 
ities - "Now, we want you to a@a a specific duty to 
its" that would be the proper thing to d0-. I don't 
know whether it was done, though. 
MR. MeRUER: One would probably need to look up 


Hansard to see what was said when these things were 


introduceds 
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MRe KELLOCK: There is Seetion 43, sub-section 2 
of the Customs Act; 

“Every order of the Governor in Council 
authorizing the Minister to fix the value 

for duty of any class or kind of sueh goods, 

and the value thereof so fixed by the Minister 

byvirtue of such authority, shall be published 

| in the next following issue of the Canada Gazette," 

THE COMMISS TONER: . Theat is a good thing, That 

is proper, that provides publication in the Gazette, 
Xe KOLLOCK: Yes. 

THE COMMISSIONER: I think it would be proper 
practice then vox sthe Minister of Finance to inform the 
House of Commons and probably he did, I think that 
ought to be done, 

MR. MeRUBR: I, do submit that the whole principle 
underlying the fixing of taxes by Order in Council 
in this way is a wrong one, that taxes ought to be 
imposed by Act of Parliament and not by Order im Coungil. 
unless there can be some very Gefinite reason shown. 

{HE COMMISSICNER: I think it has become the 
practice of late vies in most countries for Parliameyt 
3% to authorize somebody ~ say, the President of the 
uni pea States to do things to the Tariff by what we 
call Orders in Council, by decrees 

MR. McRUER: That may be but I wonder --- 

THE COMMISSIONER: I think the proper practice 


should require not only the publication of the Order. 
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Parliament as is done in many other cases in so many 
days within the opening of each session, 

MR. MeRUER: I. was just woudering how much the 
consumers know or the Members of Parliament, who 
represent the consumers, in regard to these matters 
in legislative form - how much they know of the real 
effect of the action that can be taken under an appraisers 
bulletin of that sort. I think it is questionable. 

Now, the publication of the Appraiserst Bulletin 
had the effect of raising the duties and taxes collecped 
on ad valorem basis from 49% to 99%, while the imposipion 
of the specific duties jn 1933 had the effect of 
raising duties and taxes collected , on an ad valorem 
basis, from 92% to 183% That is the percentage 
increases 

Now, exhibit 879-C is illustrative of the effect 
of the imposition of specific duties in 1933 on 
knitted cotton underwear from Japanese 

MR. CeEEC OM: Might I ask my friend where the 
ii oerasten on the precegding page 110 comes frome 

MR. HOOPER: It is Exhibit 879-Be | 

MR. KELLOCK: well, my lord, what is not clear | 
on neigh 110, the paragraph introdueing that: | 
"The a sapien statement illustrates the effect of 
the above changeSes..«" which I cannot read as in- 
aauding the a of the 7th of June, 1932, 

Exhibit 878, bre out on page 107 but on pace 107 it 


only relates to veal jersey cloth ey cotton 
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stockinette, Is the illustration on page 110 ali 
cotton fabrie? 

MR. MeRuer: Knitted cotton fabrics Yes, it 
comes under that tariff item, does not it? 

MR. HOOPER: YeSe 

MR. KELLOCK. Which is it? Wool jersey cloth or 
cotton stockinette? 

MR. HOOPER: Knitted cotton fabricss 

MR. KELLOCK: Is that cotton stockinette? 

MR« HOOPER: Yess 

MR. McRUER: On this item dealt with in Exhibit 
879-C, the result of the increase in the duty collecte 
on ad valorem basis was from 117% to 244%. In 
Exhibit 879-D, on kmitted artificial silk sweaters, 
the increase in duty and taxes collected on ad valore 
basis beccoubiial from 29% to 84% and on Exhibit 879-E 
on cotton stockinette imported under tariff item 
S51, the effect of the increase of duty and taxes 
payable on ad valorem basis from 29% to 88h. 

I now come to deal with hosiery at inn 112. 
From 1907 to 1928 hosiery was dealt with under one 
item, tariff item S6B-A and rates prevailing were 
25%, 52% and 35% ad valoremy In 1928 the item 
was divided into six sections, acoorsing to whether 
the stockings were of ap toveat | wool, silk or artificia 
silk, and, in the case of epadion stockings, there 
were two extra items, making three in all for woollen 


stockings, graded according to value, which virtually 
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was a separation in regard to qualities, that is, 
ranging from the eoarse strong type to the finer grades, 
Now, an attempt here was made apparently to make pro- 
vision for lower rates of duty on cheaper classes of 
ZOOdSs That seems to have been the prevailing 
intention of the revisions of 1928 all throughs ye 
come across it time end again, Knitted cotton 
stockings, under Item 530, were provided for at 20%, 
>) 10 || 272% and 30h» That was a reduction of 5% on both 

British Preference and Intermediate, 

THE COMMISSIONBR: And the Generals 

MR. MeRUER: And the General as well, my lord, 

im Woollen stockings worth more than $1.50 per pound were 
provided for at 274%, 323% and 35%. There was an 
increase of 24% on these more expensive ones. 

THR COMMISSIONER; But under the British preference 
only? 
E an tir. McRUER: Yes, my lord. woollen stockings 
wotth more than 90 cents a pound and not iodBilae 
$1.50 per pound, 25%» The increase there was 5% 
under the British Preference onlys No, --~ 

25 THE COMMISSIONER: No, left everything as it was. 

MR. MeRUER: Yes, left it as it was all the way 
acrosSs Worth 90 cents per pound or less there was 
a reduction of 5% all the way acrosse |= ‘So that we 
have the reduction of 5% on cotton stockings and on 


Dy. 30 


) the woollen stockings of the cheaper grades- Then 


silk stockings were at 25%, 423% and 35%. 
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THE COMMISSIONER: The same as before? 

MR. MeRUER: YesSe And artificial silk stockings 
the same as be forew Then in 1950 these divisions 
were all done away with and provision was made for 
duties at 30%, 322% and 35% ad valorem, with a specifi 
of $1200, $1e35 and jls50 per dozens 

MRe THE COMMISSIONER: No, that was in 1952, Mr. 
MeRuere 

MR. MeRUER: No, in 1950. In 1932 there was a 
reduction in the specifie under the British Preferences 
In 1932 the only change that was made was the reduttio 
on the specifie duty under the British Preference 
from $1.00 to 75 cents and these rates of duty still 
prevailed, 

"WR, KELLOCK: Less 10% in the case of British 
Preference acaine 

UR. MeRUER: Oh yes, absolutely, we realise that 
all the way throughs 
. THE COMMISSIONER: Tell we exactly how that 
"Less 10% British Preference" works. it @annot apply 
to every item hecause you have the British Preference 
here, for instance, 30% ad valorem and then Scouse 
pair 75 cents, --- 
MRs. McRVER: There is just 10% taken off the whole 
amount of duty payable. ) 
THE COMMISSIONER: In the case of all shipments 
or certain shipments? 


MR. MeRUER: Page 90 of the Customs Tariff Act, 
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section 5, 

"The iggporter of goods entitled to the 
benefit of the British Preferential Tariff shall 
pe entitled to a discount of 10% om the amount 
of duty computed under such tariff, when such 
goods are conveyed without transhipment wees" 

THE COMMISSIONER: That is the point. 


MR. MeRUER: t.oeeefrom a port of a country 


enjoying the benefits of the British Preferential 
Tariff inte a sea, lake or river, port of Canadas” 
THE COMMISSIONER: That is when direct shipment from 
British Dominions to a port in Canada, then there is 
additional 10% cute 
MR. MeRuer: Yes. Then sub-section &, provides: 
"Goods entitled to the benefit of the British 
preferential Tariff shall be entitled to the 
discount authorized by this section, when shipped 
on a through bill of lading consigned to a 
consignee in a specified port in Canada, when 
such goods are transferred at a port in 4 | 
British possession and sohvered without further 
transhipment into a sea, lake or river port 
of Canada«" 
THEC OMMISSLIONER: oon, cen you give me an example 
of a case where British Preferential rate applies but 
without the 10%? 
MR. HOOPER: If the goods were to be shipped to 


Canada on 4 through bill of lading through the 
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United States. 
_ THE COMMISSIONER: Through the United states, 
there would be no 10%. 

MRe HOOPER: Noe. 

MR. MeRUER: Supposing they are shipped from 
South Africa and transhipped at Liverpool and then 
te Camada direct to lake, river port of Canada, 
you would get the 10%, 

THE COMMISSIONER:. But if they came otherwise, 
if they came throvgh San frenciscos 

MRe MeRUER:, On : direct bill of leding, you would 
not get the 10j- 

MR,..HALLAM:... And. you, would not, get the British 
Preferences 

THE COMMISSIONER: If it is a through Bill of 
lading you ont the British Preference but you do not 
| get the 10% if it goes through, say, a United States 
| port. 

MR. McRUER: Exhibit 982, at the tep of page 114, 
shows that, for the fiscal year ending onMarch Slst, 
1930, there were 70,197 dozen pairs of socks or 
stockings, wholly or in part of silk, imported into 
| Canada, while in 1935 there were 868 dozen pairs, 
| The following table of imports taken from the 
"Trade of Canada", shows the effect of these Customs 
duties on importations of Se and stockings into 
Canada and how competition from ou side Canada 


has been practically eliminateds Now, in 1950, 
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cotton socks and stockings came into the extent of 

592,453 dozen pairs. In 1935, 2,164 dozen pairs. 

Woollen socks and stockings, 549,525 dozen pairs 

in 1930, and in 1935, 85,911+ Artificial silk 

socks and stockings, 517,008 dozen pairs in 1950 

and in 1935 617 dozen pairs. How about silk stock 

Mr. Hooper? 

WR. HOOPER: The word "silk" has been left out. 
MR. Memuer: I just want to verify the figure 

on page 114 whether it includes both artificial and 
silk stockings or entirely of artificial silks 

THR COMMISSIONER: Oh well, I think you can have 


it looked up between now and 2050. 


-- The Commission adjourned at 12,30 P.Me to resume 
at 2230 P otle 
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AFTERNOON SESSION 
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~- The Commission resumed at 2.00 Pelle 


FD EB tics 


MR. KELLOCK: Do you want to correct that British 


preferential matter? 
MR. MeRUER: I am going to deal with that just befo 


I leave this. Just as we adjourned, my lord, I had 


raised the question of silk stockings. I bad overlook 
the fact that,although they are not dealt with in the 
table thet appears on page 114,they are dealt with in 
the first paragraph on that page, and that is that in 
1930 there were importations of 70,197 dozen pairs 
and in 1955 868 dozen palrss 

THE COMMISSIONER; You referred to that this morning 

MR. MeRUER: Yes; when I was dealing with the other 
table I thought I had overlooked ites 

Now, the comment about the middle of the page, page 
114, deals with the matter that was referred to yos~ 
terday, and that is, from August, 1933 until July, 195 
the amount of the processing tax was included in 
estimating the value for reguiar and special duty. 
Now, we hedx the provisions of the Customs Tariff Act 
and the Customs Aet, whereby the excise duties payabl 
abroad might be disregarded in estimating the value for 
duty and special duty s 

THE COMMISSIONER; Yess 

MR. MeCRUER; But for that year fron August, 1955 to 
July, 1954 they were not disregerded in the United 
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| || que comiTssToNER: They were not disregarded by Cane 
MR, MeRUER: They were not disregarded by Canada. ; 
After July, 1954, they were disregarded. I also 
mention the fact that in Great Britain there is six 
5 | pence a pound levied on artificial silk yarns by way © 
excise, This was a shilling a pound prior to July 2, 
1934. The tax is not payable on goods manufactured 
for export. ‘It is, however, included in estimating 
| the value for regular duty notwithstanding the fact 
» 10 || that it is not included in the selling price of the 
goods to the purchaser in Canada. 
THE COMMISSIONER: But it is included in the selling 
price of the goods to the purchaser in Great Britain. 
MR. MeRUER: Yes, my lord, 
HE COMMISSIONER; I suppose you could say in that 
case it becomes part of the home market values 
MR. McRUER: Oh yes. There is a drawback, however, 
allowed to the manufacturer in England of a shilling 
4 when goods are manufactured for export. 
THE COMMISSIONER: That was when the tax was 4 
shilling? 
MR. MeRUER: No, my lord; although it is six pence 
now they allow them 4 drawback of a shilling and it 
25 really amounts to a bonus of six pence, 
THE COMMISSIONER: There is nothing of a drawback 
there. If he doesn’t pay any tax ahd they give him 
a shilling -- well, they must give him six pence; tha 
is whet it amounts to. They are ponusing exports. 
MR, MeRUER: It really amounts to a bonus of export 
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THE COMMISSIONER: That rather surprises me. It is 
a fact, is it? 

MR. M¢RULR: It is a fact, 

MRe HALLAM: It was nine pence at one times 

MR. HOOPER; It is not exactly a bomus.s 

THE COMMISSIONER: Why not?. 

MR. HOOPER; There are other things to be taken in 
consideration. You have waste, You have paid six 
pence a pound duty on the yarn and in weaving you 
may have 10 to 20% waste 

THE COMMISSIONER: The menufacturer has paid the 
excise duty on his raw material and then when the 
finished product comes along for export he is given 
back six pence, 

MR. HOOPER: He is given baek a shilling, and he ma 
have some foreign yarns in his fabrie on which he ha 
paid duty, and you have a combination there when the 
goods are shipped. You cannot say it is altogether 
a bonus, It may be a rebate on som of the customs 
duties. 

MRe KELLOCK; It is in part, at least, a bonuse 

MRe MCRUER; Mr. Whitely had prepared in the Bureau 
of Statistics a schedule which shows Canada's import 
of textiles with the duty paid thereon and the average 
ad valorem rates of duty from the fiscal years 1929 
to 1936, This is prepared independently of the 
preparation of my brief, Mr, Whitely is getting 
copies of it, I had thought it was with one of thes 
exhibits that had been filed in your liordship's 


absence, but it is purely a compilation from the trade 
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fi ures ae 


WR. HEWARD: Dealing with what commodities? 


WR. MecRUER: Tettiles, the different types, cotton 
its products; flax, hemp and jute products; silk and 
‘its products; wool and its products; artificial silk 
and its produets; other fibres and their products; mixed 
textile products, One of the reasons I wish to deal 
with this is because certain statements are made from 
time to time as to the average rates of duty payable 
on certain textiles imported into Canada, and unless 
one takes those that are free, unless you segregate them 
average rates of duty don't mean very much, For instance, 
statements are made as to the average rate of uw ty 
payable on imports frem Great Britain, and figures are 
taken from Trade of Canada to support low average rate 
of duty, and when you analyze it you find into these 
have been taken all dutiable imports irrespective of 
whether any duty at all is paid under the British 
preference. They may be free under British pref erenpe 
but dutiable under other sehedules, and averaging them 
in with other rates that are on goods that are dutiabl 
under British preference does not give you quite a clepr 
picture. 

THE COMMISSIONER: What is it you intend to do no 

MR, McRUER: I just intend to point out what this 
statement shows in respect to rates of duty on these 
artieles during the different yearse 
THE COMMISSIONER: Is this one of our exhibits? 


MR. MeRUER: It has not been marked as an exhibite 
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It was prepared in the Bureau of Statisticse 

THE COMMISSIONER: Perhaps we had better make it m 
exhibits 

MR. McRUER: Yes, my lords 

THE COMMISSIONER: Then we will know how to find it 
The Last number here is 1323. This will be 1524. 

SECRETARY WHITELEY: Are you giving it a title? 

wR. MeRUER: It is Canada's imports of textiles wi 
duty collected thereon, also average ad valorem rates 
bs) 10 of duty from 1929 to 19364 

EXHIBIT NO. 1524: Canadats imports of textiles 
with duty collected thergon, 
also average ad valorem 
rates of duty, from 1929 
to 1956. 
MR. MeRUER: Now, the first item in 1929, for ins tayce, 
x is cotton and its products. The dutiable imports 
are $31,000,000 and the free imports $52,000,000, 
Of course, one realizes that all raw cotton must come 
in under that, and so on, things that are rew materiel. 
The important item is the average ad valorem rate on 
dutiable imports was 22.2%, In 1950 it was practica}ly 
the same. 

THE COMMISSIONER: The average ad valorem rate on 
dutiable imports is just about double the average on 
a the total imports. 

MR. MeRUER: Yes, because they are almost split 

50-50, 
THE COMMISSIONER; At least, in that first item, 
cotton and its products, At the foot I see it is 24)5 
2 30 as against 1595s | 


MR. MecRUER: In 1930 it was practically the same, 
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2295. In 1931 it is 2542, in 1952 30.9, in 1933 28.9 
in 1954 26.7, in 1935 26.1 and in 1936 25.7. Of cour e, 
that would be the lst of March, 1956. Wow, if we 
take wool, my lord, wool and its products -~ probably 
we should take silk first. We do not need to bother 
with flax and hemp. Silk in 1929, the average ad 
valorem rate on dutiable imports was 28.7, in 1930 it 
WAS 2962, in 1951 32.0, in 1952 37 ~- 

THE COMMISSIONER: 3702. 

MR. MeRUER: 57.2; im 1935 57.4, 1934 34.7, 1935 
3407, 1936 30a9. 

THE COMMISSIONER: Ne, that is wrong. You are 
dealing with wool and its products? 


MR. MeRUER: Silk and its products, my lord. I 


15 mentioned wool first but I went back to silk. I was 
missing ite Now, we take wool and its products. 
In 1929 it is 2401, in 1930 it is 24,5, 1951 27.7, 
1932, 4164, 1935 3801, 1954 55.2, 1935 36.2, 1936 35,4. 


Then, we come to artificial silk and lts products, 


> . 20 In 1929 it 1s 24e1, 1950 25466, 1931 31,7, 1932 53.9, 
1995 50.1, 1954 47.9, 1955 47.0, 1936 49,4, and in 
respect to artificial silk it appears that both column 
are practically the same. For instance, in 1936 
the average rate of duty on an ad valorem basis was 

25 


49,4 and the average rate of duty on total imports 
Was 4845 so that there is practically none that come 
in free, and the same way in 1955; the average rate 
was 47 as against 46,5 on total imports. 


30 THE COMMISSIONER: Yes, it runs all through that way 
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MR. MeRUER: Now, again these figures are general figures 
and iain I think they should always be approached wit 
caution, any averages of this sort, for any purposes 
because in tariff fixing great injustice may be done b 
taking averages as proof that any particular rate ough 
to prevail. Now, I don't propose to take time just 
now, at any rate, to deal at any great extent wi th 
what my friend has said in his brief. He will, no 
doubt, make representations in respect to -~ 

MR. HEWARD: Whieh friend, Mr. McRuer? 

MR. MeRUER: My friend, Mr. Kellock. He has dealt 
at length both with the question of the tariffs 
generally and the tariffs in respect to Japanese goods. 
In respect to the tariffs generally I think he has 
approached the subject rather from the point of view 
of averages and percentages generally than dealing 
with the specific cases that have been raised. I 
think it is rather dangerous to arrive at any conclusion 


in that regard. In section F, paragraph 35 Mr. 


3 


‘Kellock deals with one matter, though, that I think 

I should di seuss in view of what we have said this 

mornings 
THE COMMISSIONER; You say section F, paragraph-- 
MR. MeRUER: Paragraph 33. # He states: | 
“ As a result of the increase in the rates of 
duties in 1930, imports of both yarns and fabrics 
of artificial silk were reduced, but since the lst 
of January 1936, these importations have increased 


The inerease in the rates which took place in 1950 
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"aid not have the effect of excluding imports of 
either yarns or fabrics. Any wigneation that the 
existing spread between the British Preferential 
rates and the intermediate rates is excessive is 
negatived by the fact that imports are now and hav 
been in the past made in substantial quantities 
under the intermediate teriff although necessarily 
the intention and effect of the revisions made during 
recent years have been to divert a substantial 
proportion of importations to British sources. Th 
sources of artificial silk imports during recent 
years have been"-- and he gives the percentages -+ 
Tie COMMISSIONER: But not the volume. 


MR. MeRUER: But not the volume, and that is where 


one falls rather into error when you start to deal 


with these matters of percentage. One is 50% of two, 


undoubtedly, but two may not have much effect on the 


trade of the nation. In 1930 artificial silk yarn, 


20 


5.4% ceme in from the United Kingdom and 94.6% from 


other countries. Now, when we come down to 19-- 


THE COMMISSIONER: Just a moment, Mr. MeRuer; the 


heading is “yarn”. Does that mean only artificial 


silk yarn? 


25 


MR. MeRUER: Yes, it is dealing with artificial sil}. 


That is correct, is it not, Mr. Kellock? 


MR. KELLOCK: Tots 


MR. MoRUER: ana in 1951 37. 14 ecw the United Kingqom 


and some from other countries. Of course, again the 


30 


it all becomes 4 quanta of volume. 1932, 11+3% 


from the United Kingdom and 88.7% from other countries 
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THE COMMISSIONER: Have you any figures or anything 
to say about the volume? 

MR.» MeRUER: Yes, we can get the volume of the yarne 

THE COMMISSIONER: I mean, if Mr. Kellock's percent 
ages are right well, there they are, Now, if you 
want to show that while the percentages are right the 
volume of impor tations has decreased considerably then 
you make another pointe We have to see what the 
respective volumes ares 

MR. MeRUGR: I have the yolume on the fabrics, 

THE COMMISSIONER: On the fabrics? 

MR. MeRUER: YesSe 

THe COMMISSIONER: Yes, fabrics are here t00» 

MR. MeRUER; But as to the yarns -= 

MR. KELLOCK; Your last exhibit shows a subs tantial 
quantity of imports of artificial silk and its products. 

MR, MeRUER; We will get. the exact volume of the 
yarny 

THE COMMISSIONER; Yes, you might get it and when 
Mr. Kellock gets to this part of his brief we might 
make a note of its ® 

MR. MeRUGR; fes, we will have it, but as to the 
fabrics I have it and here is the story as to the 
fabrics. In 1930 the importati ons from the United 
Kingdon -= 

THE COMMISSIONER: Now, this is for the fiscal yea 
ending March 51? 

MR. McRUER: Yes, 1950» 

THE COMMISSIONER : The year 1929-1950 then? 
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MR. McRUER;: Yes, my lord; importetions from the 
United Kingdom were 4,820,000 pounds and from others 
4,678,000 pounds. low, to begin with my friend's 

percentages are out there. My friend has 43% from 


the United Kingdom and 57% from others. 


5 
MR. KELLOCK: I was taking the calendar years 
MR. MGRUER: Well, if you worked on calendar years 
then the percentages will be different. Where would 
you get calendar years? 
y 10 MR, HALLAM: Trade of Canadas 


MR MeRUER; At any rate, for comparative purposes 
we have the volume -- 
MR KELLOCK: What are you reading from? 
WR. MCRUER; From Trade of Canada. In 1931 from 
is the United Kingdom -- 
THE GOMMISSIONER: That is 1950, then? 
MR, MeRUER: 1930-1931, 3,441,000 pounds and from 
others 4,559,000 pounds. In 1952 from the United 


Kingdom 1,664,000 and from others 1,712,000 so that o 


, | s the basis of the fiseal years the percentages shown 
here are away out. That is 51% from others and 49% 
from the United Kingiom so you see these percentages 
are not very instructivee Then, when we get down 

F to 1933 it is 1,201,000 and others 572,000, In 1934 


1,035,000 and others 336,000. In 1935 809,000 and 
others 350,000. 

MR. HEWARD: 809,000? 

“MR. MeRUER: 809,000 and others 350,000. Now, 


5 30 friend goes on to make another statement in which I 
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afraid he is not justified on the recordse 


" The result obtained in the case of fabries 


during 1950 to 1935 should be noted." 


I presume thet is the reason I took off the statements 
in reference to fabrics and did not take the yarns as 
well« 

"In besenbex 1931 a fixed valuation for duty pur- 

poses was placed on the imports of artificial silk| 

fabries from foreigh countries, but not on fabrics 
from Great Britain, The result was an immediate 
substantial fall in 1932 and 1935 of the proportioc 
of the import market supplied by foreign imports 
and a rise in the proportion supplied by the Unite 

Kingdom, but despite a continuance of these fixed 

valuations the trend was reversed in 1954 and only 

showed a trend the other way in 1935 when there wa 

a surtax placed on Japanese goods, Both the fixe 

valuation and surtax ceased on the first of Jam 

1956," 

Now, that might apply to my friend's percentages but 
when you stick to the figures it doem't show that, 

MR, KELLOCK; If your figures are for a different 
year there is no use comparing the two» . 

MR, McRUER: If the placing of a fixed valuation wa 
on Japanese goods er anything else that had to do with 
it it would not make any difference what months of 
the yearjzas long as the same thing was in effect the 
result would be the same, So that the foundation 
for my friend's conclusion that it was the fixed valua 


placed on the artificial silk fabric thet was responsible 
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for changing the trend -- it would change the trend 


in any month of the year. It would not make any 
difference whe ther you took the calendar year or fiscal 
years ) 
THE COMMISSIONER: Are you saying it was not responsg- 
ible for changing ‘ne trentt 
MR, MeRUER : Because you don't get the same result 
that my friend shows. Now, what he says is this -- 
" The result obtained in the case of fabrics duri 
1930 to 1955 should be noted, in December 1951 a 
fixed valuation for duty purposes was placed on the 
imports of artificial silk fabries from foreign 
countries, but not on fabrics from Great Britain. 
The result was an immediate substantial fall in 193 
and 1935 of the proportion of the import market 
supplied by foreign imports and @ rise in the propo 
tion supplied by the United Kingdan"-«= 
Well, between 1931 and 1932 imports from the United 
Kingdon fell. from 3,481,000 to 1,664,000. It was no 
an increasing of imports from the United Kingdom. 
THE COMMISSIONER: No, not an increasing of imports. 
MR. MeRUER: What my friend's suggestion was there 
was @ chenge in the trend. You put a fixed valuation 
on egainst other countries and therefore you would cha 
the f low of the trade to the United Kingdom and that 
would increase imports fvom the United Kingdom rather 
than decrease them, | | 
MR, KELLOCK; That is what the table shows. 
MR, McRUER;: It doesn't show anything of the kinds 


THe COMMISSIONER; Take, for instance, your own figures, 
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Mr, MeRuer, for the fiscal year 1932-1953, Imports 


from Great Britain then were 1,201,000 pounds and 
from all others 572,000 pounds. Roughly speaking 
there were four times as meny imports from Great 
5 Britain as from all others. 
MR. MeRUER: Yes; still the imports from Great 
Britain were only about one-third of what they were 
before the fixed valuation was put one 
THE COMMISSIONER; Certainly as far as the volume is 
» | 10 concerned you are right. The fall is very great. 
MR. McRUER: And it keeps right on falling till it 
gets down to 809,000. 
THE COMMISSIONER: Did you say 809,000? I took do 
909 ,000% 
| si MR. MeRUER: 809,000; so that the imports from Grea 
Britein fell from 3,441,000 in 1931 to 809,000 in 
1935. 
THE COMMISSIONER: That is quite right. 


MR. KELLOCK: There is nothing in my statement abou 


’ 20 


that. I em only talking about the proportion suppli 

MR. MeRUER; I know, but there again all I am sayin 
is you eannot found anything in regard to the consume 
on proportions of that sort when you find that the 


Ee competition from abroad was diminishing all the time. 


Then, the next item seems to me to be entirely wrong, 


| 
| 


the last part of the paragraphs» 
"=. but despite a continuance of these fixed valua 
tions the trend was reversed in 1934"-=8 whieh isn' 
30 || trues 


MR. KEILOCK: It is on that tablee 
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MR, MecRUER: It isn't true on actual importations. 

wR. KELLOCK: It is true on my table. 

MR. MeRUER: I don't care anything about your tables 

MR. KELLOCK: My friend has compared -~ 

THE COMMISSIONER: Yes, I know, I am listening to al 
of it. You are talking of one thing and he is talking 
ef anotuers 

MR. KELLOCK: Yes, if my friend wants to compare on 
that basis -~ 

MR, MeRUER;: On actual importations, pounds of silk 
fabrie, and what is whet we are concerned with, not 
percentages or figures, 

".. the trend was reversed in 1954 and only showed 
_trend the other way in 1935 when there was a surtax 

placed on Japanese goods", 


Now, that is put in for some purpose in this brief, 


that the surtax was beneficial to turn the channel of 
trade back into purchases from Great Britain. In ¢@ 
first place importations from others in 1933 amounted 
to 372,000 and in 1954 336,000 and in 1935 350 ,000¢ 
THE COMMISSIONER; When was this surtax put on? 
MR. MeRUER: The surtax was put on on July 20, 1955 
THE COMMISSIONER; I thought 80. 
WR. MeRUER: So I don’t see how it could effect thid, 


but we come to the fact that it does not make a partidle 


of difference how the stream is flowing if it is only |a 
trickle, anyways 

MR, KELLOCK: If I might point out, my friend's 
lest figure gave a rise in 1955 and the surtax was no 


on there at alle 
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WR. MeRUER: That is exactly what I said. I said 


that, as plainly as lenguage could say ite 


MR. KELLOCK; What is the use of comparing two thing 


that are not comparable? 
THE COMMISSIONER: What Mr. Kellock says is that fro 
July, 1955 down to the end of that year -- that is 
what he must méany-- 
MR. McRUER; We will get the total imports. 
THE COMMISSIONER: Pardon me a moment; when the 
» 10 surtax on Japenese goods was in force that the trend 
towards British importations increased? 
MR. MeRUER: Yese 
THE COMMISSIONER; Your figures do not cover that 
period. 
| mn MR. MeRUER : I am gust trying to see if I cannot get 
that right now so we can bring it right down to date 
and see what it amounts to, at any rate. Have you 
got the totals for 1936, Mr. Kellock? 
MR. KELLOCK: I probably have some place; I haven't 
them heres 
MR. MecRUER; Alrights 
THE C CMMI SSI ONER: Do you mean the calendar year 
because you can only examine the accuracy of Mr. 


Kellock'ts statement by finding out what are the 


| 2 
importations between July and December,1935. That 
| the only period, 
MR. MeRUER: I will try and get them by month. They 
we will have it exactly because here is a statement 
30 that is made that one would say is intended to indicate 


that the surtax was beneficial in that it changed th 
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flow there of trade from Japan to Great britain, and 
the stream came in then from Great Britain, but 
whether it was flowing at all or not is what we want 
to find oute 

~ MR. KELLOCK: I cen relieve my friend's anxiety 
about that a little. The point, as 1 understand it, 
is it is difficult to keep Jam nese importations. out 
no matter how high you put the duty. It takes a 
very high duty to keep them oute 

MR. MeRUER; That is your contention, but we haven’ 
hed much evidences, I agree with you it takes a hi 
one but I think we have got its 

THE COMMISSIONER: As long as you ean haye that in 
time for Mr, Kelloeck's argument -- 

MR. MeRUER: Yes, 1 will get those figures. I will 
try and get them for ealendar years and fiscal years 
and bring them down to the end of 1936. 

THE COMMISSIONER; Yes, if you can do that we will 
know thene 

MR. MeRUER: On both yarns and fabricss 

Now, in respect to what my friend has said in refe 
ence to the tariffs in respect to Japan I haven't mu 
to say. I have covered it pretty well and I would 
say only this that most of my friend's brief is taker 
up in showing what Japan is said to have done to oth 
countries, not what Japan has done to Canadian indus 
try, and that most of the ngthunbttes in regard to 
all these tariff matters that are quoted by my frien 
are briefs that were prepared by Mr. Hallam at 


different times and filed. I am not saying they 


om a f D nee" sae En - as 


. 
= 


ASSAD | 
bas ,wled ini tse od meget mort short to eted? a a 
vod , lad inf dsot® mort wedt af emso meeite edd 
fuew ow Caw et tox to Efe te gciwolt.eaw tt ToWddodw 
Pantin » #¥uo Balt ot, 
‘YWolxie @'Sneivt Ye svetler a20°2 Toawoouiea oA = 
tf Snst erehay Pf 28 efiiog eff . seidtd Lf og tett tuods 
THO enoliedxogm? eaenarst, ceed of givolthin ek ol ad f 
B nethd tI .yteb off fag SOY sig bai rod cedtom on | | . 
mS a tue sedt-qesad ot yweb sgid yev | 
teved ew tud .wetetésMoo vey ek ton. 2H UHOM, AM. 
sid 2 sexed 2 wey uw eenge: Don amomebsve toum. bad 
«Si fog evad ow vatde I tud eno 

ak dad? ovad feo sOY Bs Biol wa ?HWMOTeeIMMOO ENT 


~~ tueuuyis S"dooiled .xM LOS. omly 
Liver SOT uy LT seoctt tog éLiwd Bel :880HolM Skt 
Tsey Leeeft Bas eteey tehmeles xot melt ten haa yt 
— ‘Bre oft of awob melt gaitd bas 
{fiw ew tadd of: nao voy Td ee GRO TRS Tiga09 aay : 
saolidet bas emtay dtod 20 :MUUROM aM 
tex at bisa asc Seetxt Ya vadw of tosqeot at hal 
« t'*gered I ‘aient! of deeqee si attinet edt of , teed 
fvon I bn ifew ytterq ¢f hersveo eved Z ..¥se o¢ 


# 


iad et Telrd e*Suetut Yar Yo taom ted witty yao. yen | 
'o ot efeb svat ot Abse al saqet deadw getwode at go : F: 
‘oat metbeced ot eneb est neqst thtiw gon wstxtamron 
$ Dreger mt ‘Seliivodtim oft to teom tadt ans yest 
be’t uMilngdjg eee 


oa wets .2M yd ene tas 
eae ‘gaiyen tom ms I. sbeLt® base dl 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


ee 14255 
should not have any more weight or any less weight 
on that account, but it is not in respect to evidence 
that has been called from anywhere in the industry 
showing this result. 

Now, there is one thing in my friend's brief that 
I do Challenge most seriously on page 9 of section G, 
and that is in respect to costs, My friend makes 
this statement in regard to costs, and it is most 
important. 

THE COMMISSIONER: What paragraph? 

MR. MeRUER: Paragraph 20¢ 

* Mr. Hooper had seen some Canadian mill costs on 

fabries corresponding to cheap Japanese taffetas, 

plein and brocaded, which, in his opinion, were not 
5 accurate, which led him to believe that possibly 
the Canadian mills were demanding too high a price. 
This is surmise onlys On the contrary, Mr. Howso 


in his evidence said that he was unable to criticiz 


a single cost put forward by any Canadian mille” 


(page 14259 follows) 


25 


30 
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Now, IT do not know how my friend can make a state- 
ment of that sort in the light of Mr. Howson'ts eviden ¢ 
| Mr. Howson's evidence was quite otherwise and that was 
that the cos® of the Canadian mills were not such on 


which you could base any conelusion at alle 


THE COMMISSIONER: Mr. Kelloek refers to the page 
of the evidence, at page--- 

MR.MecRUER; At page 12949 here is what Mr. Howson 
Says. I go back a little to line 9: 

“9, Whether you charge it to profit and loss, whic 

is the result of accumulation of past profits 

or whether you charge it in your actual cost 

for the year, the degree to which the actual 

costs will approximate or coincide with the 


standard costs, does depend on volume of 


production? A. Yes. 

Qe And as I’ say if your volume falls below the 
yolume which was used in fixing your stendard cost 
then the actual cost is going to prove to be higher, 
no matter where you charge it, is not that right? 


A. Yes. 


@, Now, are you suggesting then in the case of 


any company thet we are dealing with here that the 
standard cost which they have used to show the cosps 

of any perticular fabric which has been put in 

here as an exhibit, is ao ste away from actual, 

if actual cost of that fabric coud be ascertained, 


that it should not be relied on? Ae I have 
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Unable to make. any calculation at all to check 
those individual costs with the actual costs of t 


company or any company which has provided the 


Semples," 

And Mir, Howson went on at different times to explain 

that they could not tell them themselves, that the 

Dominion Textile was the only company that attempted t 

make checks on their costs and they made a sort of 

sample check-back to see how the standard sosts tied ih, 
Now, "Qs Well then, an actual cost does not exist 
at any one time for any one fabric, does it? 
It only exists in theory because you cannot find 
it? <A. Yes, that is quite true. 
Ge Now, in the case of the Penman Company where yo 
set out the table in Exhibit 969 between the 
Standard costs which the Company set up and the 
actual costs, I notice that there are only two 
wie where the diced costs appear to have been 
higher than eee actual and that is in ids ei 1992 
am 1953, is that right? As Yese"™ 

And then they go hatneetire: Now, how my friend 

can just ory ee ge that Mr. Howson in any sense made 

a statement that would a that he was unable to 

eritisixe a reery cost put forward by the Canadian 

Mills - well, when he said there was not such a thing-7- 
MR» KELLOCK: He said he eowla not cae theme 

30 suat As me 84 By what he seid. 


MR. MeRUER; No, he did not say that, I did not 
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think my friend would attempt to support that, 
MR. KELLOCK: Oh, I do fully. 
MR. MeRUER: That Mr. Howson was not able to 


eriticize the costs? 


On 


MR. KELLOCK: Yes, that is exactly what he said, 
MR. McRUER: How did he say that? Let us make 
SUrE.s 

"Qe Now, are you suggesting then in the case of a 
) 10 company that we are dealing with here that their 

standard cost which they have used to show the 

costs of any partitular fabric which has been 

put in hereseses" 


MR. KELLOCK; Which they have used, is not it? 


MR. MeRUER: sseswhich they have used to show 
the costs of any particular fabric which has 
been put in here as an exhibit, is so far away 


from actual, if actual cost of that fabrie could 


) 20 


be ascertained, that it should not be relied on? 
A. I have been unable to make any calculation at 
all to check those individual costs with the 
actual costs of the company or any companywhich 


) has provided the samples," 


| 25 
| And my friend knows perfectly well Mr. Howson explained 
| at different times the reason he could not make it 
was because they did not have the records Now, 
to say that he made no criticism, I think it is very 
< 30 


definite criticism of them and I have more references 


to make of that when I come to deal in my brief with 
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costs, 
¢ii COMMISSIONER: Before you leave Japanese good 
there is something I would like to have you clear Upe 


You say; 


On 


"In Japan, manufactured goods are subjected to 
a consumption tax of 10%. This tax, however, 
is not levied on goods exported," 
You say} 
"It is, however, included in estimating the 
value of goods imported into Canada for regular 
duty@" 
That is what you say. That consumption tax is excis 
tax? 
” MR. McRUER: Yes. 
THE COMMISSIONER; But it is taken into consider- 
Lib oie by Canada in calculating the duty? 
MRe McRUER: Yes, that is correct. 
) 36 THE COMMISSIONER: What do you say after. that? 
MR. McRUER: "The reason that the excise taxes 
imposed in British and foreigi countries has 


been disregarded. ees al 


THE COMMISSIONER; Well, you sey they have not? 


25 
MR. MeRUER: They have disregarded in the United 


SF 


States after 1933¢ 
THE COMMISSIONER: But not in the ease of Japan? 
MR licRBER: Not in the ante of Japan» 
30 THE COMMISSIONER; . Nowy I understand you, 


MR HOOPER: They have been regarded for special 
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duty purposes. "The reason that the excise tax 
is imposed in British and foreign countries has been 
disregarded in estimating the value of goods for 
special dutyeese.” 
THE COMMISSIONER: Yes, it is only in relation 
| to special duties that was disregarded. 
MR, HOOPER; Yess 
WR. McRUER: They were disregarded in regard to 
10 the consumption tax afber 1954, 
MR. HOOPER: By Order in Council. 
MReMcRUER: But they were, nevertheless? 
MRe HOOPER: Yese 
MR, McRUZR: I am right in respect to thate 
TH COMMISSIONER: After what time? You say that 
this Japanese cousumption tax was disregarded after 
a certain times 
: | } MR. HOOPER: For regular duties, my lord? 
» 20 THE COMMISSICGNER: No, for special duties. 


MR. HOOPER: Thet has always been disregarded - 


that is, after this section came into force, 
MR. MCRUER: when they were under the General 
a Yariff it was not disregarded and then after that time 
it was disregarded, after the order of the Governor 
| in Council, 
THE COMMISSIONER; When were these provisions 
of the Customs Aet put in this shape? 
* MR. KELLOCK; In 1954, Chapter 48, Sectiai 36-As 
THE COMMISSICNER: That has been their state 


since 1974? 
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MR. KELLOCK: I thought you meant the Section 
| about disregarding excise. 


THE COMMISSIONER: ..Ne, the four sections that Mr, 


MeRuer quotes here, 


3 MR. HOOPER: That is the reason that they cannot 
| be deducted for regular duty purposes unless the 
| “Overnor in Couneil so orders under 36 (a). 
THE COMMISSIONER; And that has always been the 
Act? 
10 
MR. HOOPER; That has been for years, It goes bae 
a great number of yearss 
MR. MeRUER: Now, one other matter too, I will clea 
UDe i want to clean up & matter which was raised 
15 


yesterday, my lord, 
| THE COMMISSIONER: _Whereabouts in your Factum would 
that be? 

MRe MecRUER: It is in reference to the imports 
) a jor artificial silk yarns, it would be at page 89, 
our lordship remembers that we mentioned the reduction 
that were made in 1936 when the item was split between 


the celulose acetate yarns and the other yarns. 


FHE COMMISSIONER: 8 The viscose? 


¥ MR. MeRUER: The viscose. Your Lordship wished 
to know what advantage was taken of the change after 
jthe acetate yarns were allowed in at the lower rates y 
\from Great Britain, the 5%’ The impor tations of 

30 cetate, single ply, for the 9 months ended Slst 


ecember, 1956, amounted to 181,428 pounds, 


geet 


esters. edd #usem HOY "piqued sd I” +: HOOLIER + St 
 geatoxe sirbigrsdli suods. 
+: MEMO TERTNMOO WHE os: 


| 
| 


— 
a ee na 


jad? anoltoee quot oft ,O0 . 


so ea ne mo 
a 
@ 


sore eetoup TeusoM | 
é 


ea mcm sm 
Ov ON ce 5 nna — oe man 


LAO yous tend gozeet eat ai teat ~ SHETOOR 


efit szeinw oonmereiit géub tafuset tot bstoubed ed } 


a 
ite 


r(8) 88 tebay etebre oa LTomsod at ToOMTS VOY 


“PLMOESETMMO OD. “RT 


eng pete s yew Le onal tout Bae, 
Sioe | 


| 
| 
| 
| 
a 
| 
| 


acog tI e1pey xo aeod aad tax? | HELOOR | a 


‘getaey To tedoun is9% 6 ; 


» Litw I ,oot retiam Tease one vou maar’ sik . i 


bosist a2w do Law qest ast qu meelo of aw - , at | ; 


eitoLl yin xabroteet| 


ow musost TOY al aswodeereae” (nea TeRT NAM au 


etrognt ous ot eonetetet at al ai SBRON. ) ee 


+86 easd ts od Sivow ti ,paxiey Alte Laioltinve »| iat 
toubet odd beso Ld sow ow fedd evedmonot qidebrel wo} | ! | se 
sowsed thine eew medi ‘ed? asdw seer af oeae so a3 ae, 
raserery “resiso ‘efit bas entsy ‘etateos paolules xa j * oe 
rm: gesooely eat a HOLE DOD oe | ne ae 
; |. as aes 
) 


bedele giulabr0d woY ! -senoonly ont ‘Wave SLC 
ratte mene efi to seded eew opetastée § 3 eet wee 
eotst xovol eat ta nl bowolts sree aaxey siat9sn ai 
to euoltst waa ‘ent Ah mid ct 
es —_— ea 


‘ ‘ _ iE 
£ 1 ; 


4 pepe: -adinon ¢ @ ots 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


peoerr’ - CANADA 14265 
| THE COMMISSIONER: That is for the nine months, 
you say? 
MR. MeRUER: Yes, that is from the United Kingdom, 


THE COMMISSIONER; How do you deseribe them - acetat 


on 


Single ply? 
MR. MeRUER: Yes, single ply, my lord, 
THE COMMISSIONER: How does that compare with the 
previous conditions? 
» a MR. MeRuer : I will just give your lordship 
the next figure, The total importations were 
181,820 pounds, About 400 pounds came from other 
places, 
THE COMMISSIONER: Nearly all from the United 
15 
Kingdom? 

MR. MCRUER: Yes, my lord. Now, we cannot get 
the importations of acetate yarns prior to that 
because the tariff item was not split. Have we got 

, 20 the total importations of yarns altogether? 
THE COMMISSIONER: That is, of artificial silk yarns? 
MR. McRUER: Yess 
THE COMMISSION ERs Under the old item. 

MRe McRUER: I will give your lordship this item - 
viscose yarns from the United Kingdom, for the same 
period, 9 months ended Slst December, 1956, singles, 
amounted to 459,029 pounds out of total importations 
of 650,937 poundss Now, if we just had the 
importations for the previous year, 3lst March, 1956, 


total importations of artificial silk yarns, it would 
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be the best information we could gets 

MR. HOO-ER: I have the calendar year 1934 - 35. 
This gees right to the end of December, 1935, 
MR. McRUER:; Can you give us the last 9 months of 


5 1955? 


MR. HOOPER: Noe 
MR. MeRUER: Doss it give the whole year? 
MR. HOOPER: Gives the whole year of 1935. 


MR. McRUER: Let us have ites 


10 

MR. HOOPER: 621,595, 

MR. MeRUER: For the whole of the year 1955, 
that is the calendar year, the total importations of 
artificial yarn, single ply, 621,595 pounds, For 

os the mine months gust past lame 
MR. HOOPER: 1,009,996 pounds for the year 195e 
1 gave the value befores | 
THE COMMISSIONER: That is for the calendar year 
20 1935? 
MR. HOOPER: Yess 
MR. McRUBR: Have you the figure there from Great 
Britain for 1935? 
MR. HOOPER; 496,516. 
25 


{THE COMMISSIONER: Well, there was an increase. 
In the 9 months of 1956 you gave = 634,458 pounds 
es against 496,516 for the 12 months of 1955+. 
MR. DIXON: Before any conclusions are drawn 
a rene these figures it might be well to point out 


there was a strike during 1956 and Courtaulds (canada) 


| SO8aL 


stag Dives ow meltsimnetch wand oat 08 | 
Gl - SCL tesy tehsefes eg eved I “sme 00 oft 


*SE@L ,xedmsned to bane edt of ipts 2903 eds | 
76 eidjnod @ taal eat ep ev ts Boy ‘na ravi ime: \- 


i me 
reser hig ‘ ; 


.- 
—— 


20H | :EG00H 9 l 
Pte9y efode edt erly #2 2e0d ysmUROK . ay 
«G8QL te tasy elosty Bat asvio s8R200H di : 


ot! evad ey vos UO ee 


sansa eather dthaeeennenherierenha ee 
= : aap eeeanesanaepeemergees 


ee sma OOH fa | 2 
PERE, mey edd to efodw edt «od state = | 
ie eueltcttogm? Lagos ety yIsey sabite Leo ong rr ta 
10T —_, ebauog C26 188 ytg eee ane. latoitieaa | 
at 


« 


= dunn teup ed? nom outa oad 


ses we0y eid wT nee Ph tag rBSOOH os 


a 


mer i s9r0%ed eudov es Brcides..4 a 


ULOy webs fay end _ al ‘toatt rivoTeenawo _ 


RELI AS ES VL 


an San neneniscsicniwoshniarbiachaanertsiestiehaieeeeigsaitionnsesnesrs 
= neaenmepliniphintaoreetnooeas 


pe Ah an gare et: 


mn > > it 


ls ‘\eoy “HaI0R. a an 
20 orl eteds wu tt eds wy a mau « 5 | 


eenesoal- Ma aay oreHt jeter” iekot ston coe F I as 
: Lyte ¢-eRodad + iL 


. eee Be ee 
ati 928 .880°@n eves soy sedi 20 sation @ @ ony al 
| See ee ont | 


ae ae Ns OO 


i! 
.- 
: 
‘ie 
| 
& 
iy 
at 


es 


| o tar» 
ek ae me bo dae (is Mes cn sige pase vg 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO = CANADA 1426 7 


brought in 300,000 pounds of this viscose to satisfy 
their omm customers. So that it should not be taken 
as general proof of anything. 

THE COMMISSIONER: From Great Britain? 

MRe DIXON: Yes, my lord. I got that on the 

telephone this mornings 

| MR. MecRUER: That is quite rights. Of the viscose 
yarns 505,311 pounds were imported by Courtaulds, 
my lord, and 75,763 pounds of the acetate imported 
by Courtaulds, Courtaulds evidently imported 
the acetete yarns or 41% of the viscose was imported 
by Courtaulds and 39% of the acetate. I dontt know 
i why they import the acetate. 
MR. DIXON: We sell acetate where a customer 
jwants to buy it, that is all, In England the 
parent company, Courtaulds, mekes acetate yarns and 
free the business of selling it, 

MR. MecRUER; Your Lordship mentioned this 
lmorning thet you would like to have the Order-in-Counci 
that was passed authorizing the fixing of the valuation 
on the wool jersey cloth. Your lordship asked 
if there was any reason given for it and so we have 
secured a copy of the recommendations to the Governor 
in Council and a copy of the Order in Council, The 
recommendation is dated the 24th of May, 1932 and 
reads as follows: 


) "The undersigned, Minister of National Revenug, 
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has the honour to report that Wool Jerssy Cloth 
and Cotton S,ockinette are being imported into 
Canada under such conditions as prejudicially or 
injuriously to affect the interests of Cancdian 
producers thereof. 

The undersigned has, therefore, the honour 
to recommend that, under the authority of Seetion 
45 of the Customs Act, Chapter 42, R.S.C. 1927, 

PS 10 as amended by Section 4 of Chanter 2 of the Statut 
of 1950, Second Session, he be authorized to fix 
the value for duty of Wool Jersey Cloth and 
Cotton Stockinette, and notwithstanding any other 
provisions of the Customs Act, the value so fixed 
shall be deemed to be the fair market velue 
theredie" 

And the Order in Council that was passed - ana this 
| has sone importance in connection with the matter we 
r 20 || discussed about publicity - is as follows: 
"whereas the Minister of National Revenue 
reports that Wool Jersey Cloth and Cotton Stockinet ea 
are being imported into Canada under such 

cs conditions as prejudicially or injuriously to affec 

the interests of Canadian producers thereof; 


Therefore his Exéellency the Governor General 
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in Ceuneil, on the recommendation of the Minister 


| of National Revenue and under the authority of 


Ry V7 


Seetion 43 of the Customs Act, Chapter 42, 
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| ; ReS.Ce 1927, as amended by Section 4 of Chapter 2 
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of the Statutes of 1936, Seeond session, is 

hereby pleased to authorize the Minister of 

National Revenue to fix the value for duty of Yool 

Jersey Glotg and Cotion Stockinette, the value so 

fixed to be decmed to be the fair market value therp- 

of, notwithstanding any other provisions of the 

Customs Act,” 

THE COMMISSIONER: That means somebody must have 
convineed the Minister of National Revenue this indusir 
was suffering--- 

MR. McRUER: “being imported into Canada under such 
conditions as prejudicially or injuriously to affect 
the interests of Canedian producers thereof," 

THE COMMISSLONER: Theat is what I says somebody must 
have convinced the Minister of this. 

MR. MeRUER: Here is the Order in Council and that is 
what is published no doubt in Canada Gazette but it 
does not say a word about the rates 4t which they are 
to be fixed, I must withdraw that. 

MR. KELLOCK: The Statute provides that --- 

MRe McRUER: fhe action taken by the Governor 
in Couneil, even if it has not fixed the value ,.-the 
value did not go before councils 

THR COMMISSIONER: Just authorized the Minister 
to fix the values . 

MRs MecRUER: Yess It is just a question ef principl 
that is involved» 
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EXHIBIT 1525;.. Copy of recommendation to the 
Governor in Council, dated 24th 
May, 1952, and copy of Order in 
Council re Wool Jersey Cloth and 
Cotton Stockinette. 

MR. McRUER: One other matter I want to clear up 
before I proceed to another section of my brief and 
that is the matter of the law in regerd to authorizin 
importations under the British Preferential Tariff, 

THE COMMISSIONER; The 10% questions 

MR.. MCRUER: Section 5 of the Customs Tariff Act 
provides; 

"(1) The importer of goods entitled to the 
benefits of the British Preferential Tariff shall 
be entitledto a discount of ten (2 centum 
on the amount of duty computed under such tariff, 
when such goods are conveyed without transhipment 
from a port of a country enjoying the benefits 
of the British Preferential Tariff into a 
sea, lake or river port of Canadae 

(2) The Goods entitled te the benefits 
of the British Preferential Tariff shall be entitilled 
to the discount authorized by this section, 
when shipped on a througa bill of lading con- 
signed to a consignee in a specified port in 
Canada, when such goods are transferred at a port 
in a British popebiston and conveyed without 
further transhipment into a sea, lake or river 
port of Canadas" 


Now, that is that if there is a through bill of ladin 
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they may be transhipped at a British Port once, 
there may be one transhipment but if they were, we 
will say, coming from Australia --- 

THE COMMISSIONER: Mayb e transhipped at another 
British Port? 

WMRe MeRUER: Yes, but if they are coming from 
Australia a transhipment made at British Columbia, 
they could not be transhipped again, we will say, at 
Montreal or transhipped again in the Yest Indies 
before coming to Montreal, 

MR. KELLOCK: And they could not be transhipped 
at San Franeciso, 

MR. MeRUER: No, they could not be traneshipped 
at any foreign port, quite trues 

THE COMMISSIONER: I wonder why they did not put 
those two sections into ones 

MR. MeRUER: Well then, when we come to Section 
3, Bt us see what it says. You go from 5 to find 
what goods are entitled to the benefit of the British 
Preferential Tariff and we go to 3 to find out 
goods which are @ntitled to entry under the British 
Preferential Tariff: | 

"Subject to the provisions of this Act 
and of the Custotis Act, there shallbe levied, 
collected and paid upon all goods enumerated, 
er referred to as not enumerated, in schedule 
A, to this Act, when such goods are impor ted 
into Ceneda or taken out of warehouse for 
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consumption therein, the several rates of duties 
of Customs, if any, set opposite to each item 
respectively or charged on goods as not enumerate) 
in the column of the Tariff applicable to the 
‘goods, subject to the following conditions, 
viz: 
(a) the rates of customs duties, if any, set 
forth in column (1), "British Preferential 
Tariff,’ shall apply to goods the produce or 
manufacture of the following British countries 
when conveyed without transhipment from a port 
ef any British country enjoying the benefit 
of the British Preferential Tariff into a sea, 


lake or river port of Canada," 


To begin with, they must be conveyed without trans- 


shipment from a port of any British Country enjoying 


the benefits of the British Preferential Tariff, 


" 20 |linto a sea, lake, or river port of Canadas 


THR COMMISSIONER: Otherwise they do not come 


within the Preferential tariff et all? 


HR. MeRUER: No. After the enumeration, my lord, 


of the different countries enjoying the British 


Preferential Tariff we come to the proviso: 


. 


"provided, however, that goods entitled 
to the benefits of the British Preferential Tariff 


shell be aceorded such benefits when such goods 


are shipped on a through oil1l of lading consigned 


to a consignee in a specified port in Canada 
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when such goods are transferred at a port in 
@ British possession, and conveyed without furthe 
transhipment into a sea, lake or river port of 
Canada." 
THE COMMISSIONER: They always get the 10% or they 
get nothings 


MR. McRUER: Yes, they get the 10% or they get 


nothings 

THE COMMISSIONER: That is eertainly very bad 
legislation, 

MR. KELLOCK: In other words, there is no British 
Preferential Rate apart from the 10%. 

THE COMMISSIONER: Well, the statute though shoul 
be fixed up, That is very confusing. 

WR. MeRUER: You go to one section and you fin 
that you get 10% on British Preferantial under such 
ecircumstanees andyou find the circumstances that you 
get it must be British Preferential or nothing else, 


Of course, as Mr. Hooper points out quite rightly, 


that is all subjeet to the qualifications thet you 
de not get the 10% unless the duty is over 15%. 
Se to say you get it or nothing is not correct. 


25 
THR COMMISSIONER: Noy shortly, it should be put 


this way: The British Preferential Rate is so much, 
it is to be accorded when goods shipped from one 
British Fort to another with aes transhipment and 

30 ||. then when the duty is over 15% there is a 10% dis- 


counts That would be putting the thing shortly. 
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That is what it amounts to, 

MR. Meruers I am going to start now on another 
branch. | 

THE COMMISSIONER: We will adjoum for recess, 

-- Adjourned at 5445 Pei. 
-~ On resuming at 4 P.M, 

WLR » McCRUER: Now, cette 4 of my brief, commencing 
at page 116, cock with the question of "Investment 
profits and Rasatheats : This, of course, is an import- 
ant matter referred to in the Order in Council 
authorizing this Commission and I do not want any 
misunderstanding anywhere in reference to the manner 
in which I am dealing with this subject. I. deal with 
it purely as a tariff protected industry on the principl 
that anything that goes to the industry in the way of 


profit over and above what the industry might make 


in free competition with the world is a tax that is 


levied on the consumer, It is a tax that the 2onsum 


bays by reason of the privilege granted to the industrieb. 
THE COMMISSIONER: You say, then, that the consumers 

primary right is to buy his goods at free trade prices? 
MR» MeRUER: Yes, that is his primary rights 


THE COMMISSION ER: That when you increase prices 


poove that level you are taxing him» 


MR. MeRUBR:; Yese 
THE COMMISSIONER: And you are taxing him for the 
benefit of home industry» 


MR. McRUER: Ye@Se. And when I approach the 
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guestion of profits I approach it. mot on any moral 
basis at allj I approach it purely on the basis of 


what the coasumer has paid to that industry on that 


basis of taxation, Now, if we were hokding an inquiry 


on the money those who invested in the industry, 
on the amounts they had invested in the industry - 
that is, the shareholders had invested in the 
industry - that would be appreached from an entirely 
different principle, The only principle on which 
you could approach it probably is om the moral grounds 
What they are justified in extracting from the consume 
and, again, on what basis they pay their workmen, 
That has nothing to do with this inquiry, that aspect, 
as I see its I see it from the Point of view 
of what is taken from the ecasumer by legislation 
and given to the indwtriese Now then, that bring 
me to this Brief and they are enumerated on page 117: 
"l» What should the consumers justly be 
called upon to contribute to the support of the 
industry through a form of private taxation. 
a% qhat. the consumers have contnibuted 
to the support of the industry in Canada, 
3y What has. been done with the money 
contributed by the consumers for that purpose?” 
Now, I have tried to put that in as clear-cut a manner 
as I can. What is just end, after all, we have to- 


got to consider a question of justice in holding an 
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inquiry in respect to what has been done under legis- 
lation that has taken rights away from the consumers, 
After all underlying all legislation should be an 
element of justice. Now, what is just that the 
consumer should contribute and what has been done 
with the money contributed and what is bakind that is 
in what measure have those who have put no productive 
efforts into the industry benefitted as against those 
p 10 whe have put seakastioe efforts into the industry. 
THE COMMISSIONER: When you talk of those who 
have put no productive effort into the industry, 
you mean those who put money into it? 
is MRe McRUER; Put money into it, and this is said 
"But there is wanagement that is involved in handling 
industriese" True, there is management, but that 
management is paid for in the way of salarys A 
Shareholder, an investor, a member of a padi eave, 
is not the one that puts the management into it except 
as he may on a Board of Directors, and he is paid 
theres The General manager is a man who is paid 
a salary for the use of his brains, the same as the 
25 weaver is paid a wage for the use of his hands. 
Now, I make one or two clear and fundemental 
submissions on this page: | “ 
"Tt is submitted that where a protected 
industry does no substantial export business...." 
30 


And that is importante If an industry is deing 


an export business then it is not the Canadian 
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consumers that are contributing to the sadier’ of th 
inauetey in respect to the goods that are sold abroad 
and we have got to have that in mind in fairness, 
‘put I think one of those industries that does some 
measure of export buéiness - that is the hosiery 
industry. Wwe have dealt with exports. 

"It is submitted that where a protected 
industry does no substantial export business, 
all capital created through the operation of 
the business, over and above a reasonable 
return to the investor on capital investeé 
by him, has been contributed by the consumer 
and not by the investor." 

Now, what I am referring to there, that is fundementa 
and that is important in considering --- 

THE COMMISSIONER: Would you repeat that last. 

MRe MeRuer: "It is submitted that where a pro- 
tected industry does nog substantial export business, 
all capital ereated through the operation of the 
business, over end above a reasonable return to the 
investor on capital invested by nti, has been 


coniributed by the consumer and not by the investor," 


(Page 14281 follows) 
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TRE CUMMISSION. R3;. Do you meen that when the 
returns exe set aside as cepitel, that that cepitel 
hes been provided by the consumer ? ) 

MB. McRUCK: Quite go, and it is importent in 


this wey. The underlying principle of the protective 


aon 


teritf.is.this: It is to induce an infant industry 


to start and to give it an opportunity to grow. 


Thet must meen give them an opportunity to esm 
profit that will be pert of their capital ani pay off 
. | 10 their liabilities, thet will pey for their plent, 
thet will build the compeny up strong without the 
investment of money fron outside sources, that they 
will get it out of their own profit, end in addition 
thet they will es teblish e¢ good will in their plant. 
2 There ere two things, 5o it the purpose. of a 
protective teriff is to previde en ind&stry with 
profits that became capitel end make it strong in 


thet wey, it.is not feir to the consumers for the 


) Shereholdcrs to say, "You have kindly provided us 
20 


— 


with a lerge protit, which is invested as capital 
in the industry and waich hes ssyed us from puttins 
in cepiteal investment. Therefore we now ask you to 
4 provide us with a return on thet invesément which 
25 you heve made in the industry for us. 
Just take an exemple. We will sey that en 
industry starts up in business with one million dollerg 
| invested by those interested in starting the enterpris 
They carry on under tariff protection and they build 


30 up ea surplus of three million dollars, Now I can 


see that these who invested one million dollers ere — 
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entitled to a fair return on their investment. 
THE COMMISSIONER: On the me million dollers ? 
MR. McRUER: But I do not conceive thet they 


are entitled toa return on the four million dollers, 


THE COMMISSIONER: Whet then hes become of the 


| shires million dollers: 
MR. McRUER: The three million dellers is ther 
It wes provided by the consumers for the purpose of 
making this industry strong and healthy, and giving 
them a plant cleer of encumbrances, I will not go so 
fer es to say thet we ought to do that, but it is 
whet hes been done, end undoubtedly in lew it remeings 
the property of the Shareholders, But the share holder 
| 15 have no right to eme to the government and say; | 
You must provide us with tariff protection so thet 
| mey tex the Rpeeeenge to give us e return on thet 
four million dollers, 

me COMMISSIONER: You might illustrete whet 
) 20 you adi by providing me with a case of what hes 


happenec to the three million dollars you refer to, 


MR. McRUER: The three million dollars would b 


—¥ surplus earnings inves ted in plent and mechinery so 


that they mey esrn money on their one million dollars, 


But to sey thet you sre to heve a five or ten per 


i) 
On 


cent earning on the three million dollers thet has 
been provided by the ¢ onsumers is not fair to the con- 
sumers in fundementsel principle under teriff proteecti 

When I come to deal with specific cases I deal 


with the money thet was actually invested by the 
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On 


15 


investors, and show how much of the cepitel of the 
compeny hes been provided out of profits eserned 
Tron the consumers, thet is, taxed out of the con- 
sumers end contributed by then, 

Both of my f riends end I slash directly on 
the principle on which they ere entiti ed to earn ings. 
They say: Look st our eernings. Mr, Kellock says 
in his brief: The esrnines in the whole industry 
have over the period of depression teen 4.2 per cent 
on the eapitel invested. Well, thet tells one story, 


which is a very good one for the whole of this incu st 


with ell the dogs seni cats in it reporting, But when 


you come toecmsider the fact that thet espitel has 
been lergely contributed by the consumers, it has an 
entirely different aspect. 

Tit COMMISSIONER: Suppose thet those entitled 
to thet surplus of three million dollsre, instead of 
reinvesting it in the incustry, took it out and in- 
vested it elsewhere, then what would you sey ? 

They woulc get earnings on thet ecritel invested 
elsewhere, how would you follow that ? 

MR, McRUER: They goula then show en eerming on 
their investment that would emount to vrobably ten 
or twenty or fifty or one hundred per cent on the 
one millim dollars. Now teriff pretection was 
never intended for the purpose of providing them 
with eny such returns, 

‘THE CQMMISSIONER: Theat is how you would 


showthe real earnings on the money invested -- 


taking the three million dollars ewsy ami investing it 
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elsewhere ? | 
MR. MjRUER: -Yes, my lom, 
THE COMMISSIONER: Byt when they move it awey 
they cen dowhrt they like with it, 
MR. McRUER: ‘They cen do whet they like with. it. 
I go one step further. They would not get the return 
on their one miblion dollars if they did that, becaus 
they would not heve their plent built up for them 
as they otherwise would, end I say thet when the 
zi consumer provides the funds to build up the plant and 
make it heelthy and strong, he should not be celled 
upon to provide the industry with an edditional return}. 
THE COMMISSIONER: You say that ali they ere 
‘entitled to is a reasenehle return on their one 
mil1ion dollars, so far ss the ¢onsumers of their 


product are coneenned, 


MR. MeRUER: I go one step further. They ere 
entitled to ownership in the eapital of the mwofit 
thet they heve mede, but they ere not entitled toa 
return on that cepitel. 

THE COMMISSIONER: We will essume thet they 
might teke it awey altogether fran the industry end 
put it some plece else. You sey thet all they are 
25 entitled to ise feir return on the one million 

Go llers which they brought in. 

MR. McRUER: On the one million dollers they 
brought in. 
THE COMMISSIONER: Thet is what you sey ? 


Thet is your ergument ? 
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WR. MeRUER: I em assuming this, that the 
purpose of ea protective teriff is to build up 
Canadien industry, and they sre entitled to some 
reesonable return for building up the industry, and 
thet is in the wey of surplus. I em not quarrelling 
with them buiiding up ae reasonable surplus. 

THE COMMISSIONER: If they heve hed this three 
million doller surplus end keep it as you sey, they 
ere only to be sllowed to esrn a reasonable return 
on the one million dollars ? 

MR. MeRUER: Yes, my lor, 

THS CGIMTSSIONER: Amd if the seme tariff is 
necessary 60 give them this reasonable return, are 
you to meintain the seme teriitft forever, or do you 
Sey: By this time they ought to make a proper use 
of their capital --« 

MR, MeRUBR: Yes, my lord, ‘They ought to meke | 
& proper use of their capital. The ¢ onsumers 
cennot be galled upon to be subject to taxation 
forever simply because of the besis on which manufac- 
turers choose to run their industries. 

THE COMMISSIONER: Are you prepered et this 
point to tell me what they ought to do or whet they 
might do? Yo throw awey their crutches and wlk 
on their feet ? 

MR. MeRUER: I sm going to discuss thet e bit 
later under enother head, end I went to show my lord 


how some of them that are wliking with crutches have 


very, very strong legs. 
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THY COM/IISSIONER: I suppose you would sey the 
some of them sre flying on broomsticks. 

MR. MgRUZR: Yes. Nowk my lord, I want to 
desl with one or two other matters that I mention 
on page 117 of my brief. And I want to stick to the 
wording I heve here beseuse I do not went to be mis- 
quoted in any sense, i heve c sees my wording very 
cerefully, and I mean it in the sense in whieh it i 
written down. 

The next sentence in that pereagraph -- I 
have numbered them 1, 2 end 3S for purposes of con- 
veniense -- is this: 

"It is further submitted thet protection of 

the industry cannot be justified for the purpo 
| of providing e return to the investor on the 
ground that he is entitled to ea return on 

cepitel employed in operstions that hes been 
erented out of peefits esrned in excess of e 
reesomable return on the cepitel invested by 
Thet is just e repetition of whet I have been 
seying. Continuing: 
"If a protected industry makes in profits a 
million dollers over snd above « ressonable 
25 return on the money ectuelly invested in the 
industry, the emsumer hes in reslity been 
texed to raise thet million dollars ( that 
is, assuming thet the tariff protestion is 
necessary). It is not just to the consumers 


thet the investors should claim thet million 
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as their csapitel and dessnd e further tax 

from the consumers to xB psy a return to the 

investor On thet capital. It is more just 

thet the consumers should sey: We have 

invested in your industry s miliion dollers 

for the purpose of buildings up en infent 

industry end enebling you to meet canpeti- 

tion from sbrosd; we therefore demands re- 

turn on our investment in the wey of reduced 

prices through a reduction of teriffs now 

that we have peid for the estsblishment of 

the industry." 
I think that cliserly expresses the view thet I wes 
putting to your lordship. Continuing: 

“When reference is made hereafter to 

earnings on capitel enployed in operetions 

it must elweys be remembered thet e portion 

of that eapitel, ani in many cases the greatest 

portion of that espitel, has been provided by 

the consumers of Canede and not by the investorsj" 
Now if I em right in regaré to thet es e fundamentel 
principle underlying the use of the power of texstion 
in respect toa protected industry, then I need say 
very little in meeting what my friends heve brought 
forwerd in respect to the profits thet the daniecey 
hes meade. 

Now 1 want to refer, my lord, topege 4 of the 
brief of the Dominion Textile Compeny. They deal with 
this subject matter on « fundementel basis, end there 


we cresh head on. We ebsolutely teke issue on the 
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fundemental basis. At pace 4 my friend seys this: 
"It is obvious that the return upon the 
investment in en industry is a most importent 


elenent in the determination of the quest ion 


Qn 


of whether the protection efforded to thet 

industry by a customs teriff is edequate, 

insdequate or excessive." 
We agree that it is sn importent elenent in considering 
thet subject. 

THE COMMSSIONER: You do not agree, I think, 
on the reel meening of the word "investment". That 
is the Gifference ? 

MR. MGRUER: Yes, my lord. We disagree on 
15 ||that, but the return is en importent element. My 

friend goes on to gay: 
"One of the min ultimate purposes of granting 


protection by means of a customs tariff is 


the greation of enployment in the country 
20 esteblishing the tariff." 
My friend puts thet down on 9 fundamental basis, and 
in reference to that my friend Mr. Beauregerd will 
heve something to sey in fa tiie the history of 
the industry with reletion to its iabour policies, 
25 iibut I am gled thet my friend mede confession that that 
is in his view one of the mein ultimate purposes in 
granting protection. 
MR, HEWARD: Confession, didyou ssy ? 
MR. MORUER: M Yes. My friend goes on: 


"It is elementery thet in order to esteblish 


i a 
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and maintsin en industry which will provide 


such employment, cepitel mist be obtained. 


In order to induce the investment of such 


cspitsl conditions mist be such that the 


an 


investor can exnect the »reservation of his 
investment end s reagoneble return in the 
form of incone fron his investment." 

With thet one could not cuerrel very much I think, 


although I certainly querrel with tae interpretation 


of the word "reasoneble" later on in the brief. He 
goes On: 
"It foliows, therefore, thet the extent of 
the protection afforded to the industry 


‘Must be such es will permit such preservation 


15 
and such reasonable retarn." 
Theat mast be teken with the quelifieation certainly 
thet you cannot be expected to srotect everybody and 
assure then a living beceuse they invest in some 
si textile or other kina of protected industry, irres- 


pective altogether of many Other feetors thet enter 
into it. Some of the arguments put up remind me of 
one of Walt Disney's skits, one called the Grasshopper 
end the Ant, in which the chief refrein of the. 
25 gresshopper was “The worlaé owes mee living.” But 
it does not go quite that fer, so far as e protective 
teriff is concerned. My friend goes on in his 
brief: | 
"The question of the extent of the protection 
30 to ve afforded to en industry must, of course, 


‘be determined in reletion to thet industry es 
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e whole, end not in reletion to any one 
company 2s lone," 
i do not agree with thet general statement. 


Certsinly you cannot determine the axtent of protec- 


On 


tion with relation to the industry es a whole, 
because thet would simply mean this, thet the more 
people they get into the industry, the more uneconomi 
it becomes, and therefore the higher the protection 
must be, | 
’ 10 THE ¢ QUMISSIONER: i think the stetement only 
means this, What you tax are the foreign goods 
caning in, and you eannotitex them in respect of 
only one compeny at e certain rete, end in respect 
of another compeny at a different rate. 1 think 
that is whet is meent, 

MR. HEWARD: Theat is what is meant, my lord. 

MR. McRUER: Then I misreed it. 

THE COMMISSIONER: You see, we can only hsve 


5 one rate. 


MR. McgRUER: Yes, I know. I thought it meant 
this, thet the profits made by one company could 


| not be taken as e guide as to the extent of the pro- 


tection that must be given the industry as a whole, 
and with thet principle i disagree because certainly 
One Must take as a standard a well-managed represen- 
tative canpany engaged in the industry. 
MR. HEWARD: You gould not ask for a tariff 
just on the basis of one gomp any elone. You have 
30 to see the whole picture. I think that is quite 


obvious, You must read it with the next sentence to 


Oesal. 
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see why 1 put thet first sentence in, 
MR, McRUER: Very well. It goeg on: 
"It is pertinent ani useful, however, to 


discuss the question of the bearing of return 


On 


on investment upon tariff protection in relatio 
to the Dominion Textile Company, Limited, 
because (a) thet comeny and its subsidieries 
eons titute a lerge proportion of the textile 
inaustzy, cotton end rayon, in Canada, and 

(b) the finenciel structure end history of 
Dominion Textile Company, Limited and its 


alleged earnings heve been specially singled 


out for stteck by Commission counsel in thet 
connection,” 

I do not like the use of the word "atteck" elthough 

i do not think my friend meant it in any offensive 

Ways | 

THE COMMISSIONER: He meent it in its legel 

me gen se, 

ME. HEWARD: It wes meent in its legal sense, 
Ne serteliay heve been ettacked throughout the 
hearings, | | 

MR. MgRUER: i heve considered it my duty, 

25 irrespective of the size of the campany, to try and 
bring out all the fects, and I do not think I heve 
treated the Dominion Textile Company in any different 
way from whet I hve treated eny other company that 
hes come before the Commiss teat I have certainly no 


$0 || desire to do so, but undoubtedly they form as great 
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section of the gotten industry, am the company hes 
hed a rather snectacular history, end thet it has 
been my duty to bring thet out in ell its details 
is not my feult, but possibly my conception of my 
duty. My friend goes on in his brief: 
"The matter of return on investment msy be 
Yooked et in two weys, namely, (q) the ratio 
ort eernings to invested capital, and (b), the 
ratio of earnings to the value of the invest- 
ment, and it is submitted thet from both points 
of view the earnings of the Dominion Textile 
Company Limited heave been and sre low and, 
in fect, less than those whose capital is at 
gteke would be entitled to expect," 
From the point of view of a tariff protected industry 
egein 1 submit thet neither ground is the proper one 
on which toconusider the matter, the return as re- 
lated to teriff protection, because under (a) you 
disregerd the fect of the extent to which the capi tel 
invested is capital that was created out of the pro- 
fits earned in doing business, as distinet from 
capital invested by outside invasters. If my friend 
means ectual investment by outside investors, then 
I do not think he would make the latter pert of his 
stetement. The ratio of earnings to the velue of 
the investment is an entirely erroneous besis on which 
to consider the return in respect to the power of taxa 
tion given to the industry. 


My friend goes on to quote sane cases. Probabl 
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I hed better deal & With it in the order that he 
has dealt with it in his brief. My friend attempts 
to set up e foundstion for the purpose of determining 
on what basis the camings ought to be reckoned, 
in order to show whether or not there have been ex- 
cessive profits made under the circumstances. 
MR. HEWARD: Whet are you referring <3 now ? 
MR. MoRUIR: I em ewey from the brief at the 
moment. I heve teken as one exemple and one wey of 


considering it the dividends, for imtance, that were 


paid on the emount of money ectually invested in the 


business, and the share of the eapitel thet is still 
in the business to which the originel investmamt would 
be related, 


In the first place we clash toa certain extent 


On the question of whe ther the $500,000 that wes in- 


vested in the capitel stock for the $5,000,000 in 
capitel stock thet was issued wes the emount that 
the members of the syndicete actually invested in this 
compeny. My friend attempts to eteblish thet it 
was not $500,000, but thet it was $2,600,000, in 
this way. He says thet there was a transfer of the 
assets of the constituent companies, the Merchants 
Cotton Company, the Dominion Cotton Company, the 
Montmorency Cotton Compseny, the Coloniel Bleaching 
Company -- that there was a transfer of their assets 
to the Dominion Textile Company, and although that 
took plece, ant although all the money tht the 
members of the syndicate invested in the Dominion 


Textile Company Limited was $500,000, the assets of 
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these companies hed a value on their books of 
$2,100,000 more then the emount of the securities 
thet were issued. 

But let us examine it and see exactly what was 
done. There were certain shereholders who owed 
these camanies, shareholders owning each company, 
and securities were issued by Dominion Textile in 
bonds or preferred stock to teke up all the shsregs 
thet were outstanding in these comenies, The 

’ 10 Dominion Textile Compeny paid for thet. 
THe COMMI $3 ION LR: How much ? 
MR. McRUER: It wes done on a pro rete besis. 
THE CQMMISSIONER: I know thet the rates allowed 
in réspest of each company differed, but what weg the 
15 totel consideration ? 


MR, MeRUZR: It was not a fixed figure. There 


wes so mugh preferred stock issued. It igs all on the 
record, 
THE COMMISSION: R: Perhaps we had better not 
teke time with that now. 
ae MR. McRUER: In principle what was done was this 
THE COMMISSIONER: Tell me this. You are 
telking of the $500,0CO actual cash that was put in? 
MR. MgRUER: Yes. 
THE COMMISSIONER: Whet did that buy ? 
3 MR. MgRUER: $5,000,000 of common stock. The 
syndicete wes formed. The members of the syndicate 
| Sik Veena $1,000,000 to the syndicated. $500,000 
was issued in preferred stock, and they got $5,000,000 
in ¢ onmon a tunic. The securities of the Dominion 


30 
| Textile Compeny paid off all the shareholders in the 
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other constituent companies, Now you could dress 
thet up in wns tever dt etheb’ you like -- there itis 
just the same, thet s1l1 that the members of the syn- 
dieate put up was $1,000,000, for which they sot in 
‘preferred stock $500,000, end they got $5,000,000 
in cammon stock. 
THE CQMISSIONER: And that wiped out the four 
perent companies ? 
MER. MeRUER: Wiped out the four perent companies. 
The Dominion Textile Company became the owner of the 
four parent companies, 
My friend goes on in his factum to say thet on 
the books of the other compe nies the assets were 
is || carried at $2,100,000 more than the amount of the 
| ; secuxi ties that were issued egeinst these assets. 
, But we find thet very shortly eafterwerds, before 1910, 
they had written off $2,400,000 of these assets out 
ot the protits of the new company. 
ae MR. HEWARD: Wheat was thet agein 7 
MR. McRUER: They wrote off $2,400,000 of these 
assets that were supposed to heave more velue than the 
securities that were issued segainst them. 
MR. HEWARD: When ? 
25 MR. MgRUER: Before 1910. 
THE COMMISSION: R: You would sey the ¢ osumers 
did that. | 
MR. MeRUER: $500,000 was written off reserves 
and $1,600,000 out of oot f deta & moma@mt ago 


- $2,400,000 was written off. Mr. Howson tells me it 
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was $2,200,000. It is ea bookkeeping entry anywey. 

But st wey you like to take it, after ell rere 
fact remains thet in this cotton industry these cont - 
men put up $500,000, and they got $5,000,000 in common 
stock. 


Now my friend at pege 6 of his factum puts up 


whet to m ig certainly ean awful proposition in con- 

sidering theretes of pany duty em the basis on 

which they should be arrigfed at. At the foot ot pege 

my friend says: 

| "It is not - Bhsriag however, to teke into 
scuount only the tangible assets in the form 
of plant, machinery, st ock-in-trede, 2 
represented by the shares of the nonaeituen’ 


compsnies acquired by Dominion Textile Company, 


Limited, beceuse thet compeny in fect received 
intangible assets which soon proved to be of 
considerable velue." 
Now let us see what those intangible assets were. 
The intangible assets easisted of service in nego- 
tieting the acquisition of the shsres of the cour gon 
stituent companies, the selling at per of the bonds 
and the preferred stock of tlie hew company, the 
benefit of unified meneg ene nt ‘end sontrol, and of 
reductions in overhead, and Fg cones the one thing 
in this thet really smezes me. He sayst 
| “the eliminetion of excess ive competition 
caiaee the original companies and similer factors 
which Shah tatengi ble are nevertheless of 


real value snd imnportence." 
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I quite agree with my friend thet the eliminstion 

of competition emong the four companies was of great 
intengible value to Dominion Textile Company when 

it got going. There is no éoubt about thet, and it is 
proved by the profits they mede, but thet you can 
bese teriff protection on the fact thet iu hsve 
eliminated ¢ampetition ani thereby given to the 
compeny an intangible velue, for the owners of that 
intangible velue then to claim that they ere entitled 
to a return on it, on the right to suppress c ompe- 
tition -- I do not think that is tenable. It means 
this. They sey to the consumers;"We have amelgansted; 
We heve eliminated competition; we heve strengthened 
| 15 our power to Squeeze you; and uow we say because 


thet is of great worth to us, millions of dollers, 


and it was worth thet to them, we went a teriff pro- 


tection to give us the right to exercise that power 


ee 


to squeeze to the full and to psy us « return of 
20 five or ten per cent or whstever it may be on the 
| vyelue of that right to the company. 
Now if we were engegead in en expropri etion 
to teke the sssets of the Dominion Textile Company 


awey from them, I would sey thet thet was a very, 


25 || very strong ergument for my friend to put forwerd, 
thet the company hed eliminated competition, thet 
it hed ecquired a very valueble asset and wes in 
@ position to use it, and thet it wes entitled to 
earnings upon it, end that that asset was entitled 

30 


to s valuetion in the expropriation proceed ings. 
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Bat to go to the consumers end sey: Beceuse of 

that asset we are entitled to tex you to pey us a 
return upon it «= that is sn entirely different pro- 
position. Or to go to the government end say: We 
ere entitled to e teriff to sive us the opportunity 
to tax the consumers -= thet is an q@mtirely different 
proposi tion, 

My friend quotes eases in support of his 
proposition thet these intangibles heve e real value 
Ed #0 6nd must be teken to heve @ value. I do not think we 

need any cases to tell us thet they hsve a yalue. 
. They were of trenendous value to the Dominion Textile 
Compeny beceuse the eernings of the ¢ ompeny show it. 
i But to sey thet thet is a value on which the consumers 
ought to be taxed to pey dividends is eon entirely 
a&ifferent provosition, 
°My friend elso puts it on the basis of a 


return on public utilities, and attempts on the besis 


aE aes = 


a of certein ceses decided in respect to publie utili- 
ties where franchises are given, to support his 
theory that these intengibles have velue and were 
entitled to en exmrix esrning on thet value. But 
egein the fundementsl basis of that <-- 

25 3 MR. HEWARD: pe me, iI do not use public 
utilities at all to Dies trate the question of in- 
tengibles. That has nothing to do with intangibles. 
It is on the value of the investment. 

MR. McRUER: Very well. I may heve misunder- 


id 30 Il stooa my friend on thet. But whet I heve got to say 
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is exectly the seme with respect to the other ergument 
To teke public utilities os a basis to show thet you 
ere entitled to an earning on the velue of the cepitel 
invested, irrespective of who contributed it, whether 
5 it wes contributed by the vecidue or by the comsumer 
-~ 1 sey that is not sound, besause the public utility 
is giving to the public e service. On the other hand 
the protected industry is given by the government a 
privilege, end it gives no service to the consumer 
> 10 except the privilege to pay a higher rate, ‘The 
consumer's right to buy in the lowest market is teken 
eway fran him on the one hend in aid of the industry. 
On the other hand, the public utility gives to the 
consumer e service which he otherwise would not have. 
i | He would have to walk if he did not have transporte-~- 


| tion provided or if he did not provide his om; he would 


have no electric lights if eleetric light was not 

brought to him or if he did not provide his own clectri 
we |/light. On the other hand he hes @ perfect right to 

buy and would be able to buy in the cheapest merket 


in the world if it were not for the protective tariff. 


-- The Commission adjourned at 4.50 p.m, to 


25 
resume at 10.20 a.m, Monday, February 8, 1937. 
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ROYAL COMMISSION ON THE TEXTILE INDUSTRY 


HONs MR, JUSTICE W.FeA. TURGEGN, 


Commissioner, 
A.S. Whiteley, Secretary, 
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JG. MeRuer, K.C. and ) 
E, Beauregard, K.C. ) Commission Counsel, 


For Primary Textiles 
In stitute. 


R.L. Kellock, K.¢. 


C.G. Heward, K.C. 


Aime Geoffrion, K.C For Dominion Textile 


and Companys 
C.T. Ballantyne, 
S.G. Dixon, K.C. For Courtaulds Limited, 


For canadian Celanese Ltd, 
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Limited. 


L.A. Forsyth, K.c. 


A.S. Bruneau, K.C. For Canadian Cottons, 


Thos, Tremblay, K.C. ) 


and ) For M.E, Binz Co, Ltd. 
Franeois Lajoie, K.C. For Wabasso Cotton Co, 
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Ottawa, Ontario, 
February Sth, 1937. 
-- The Commission resumed at 10250 A.M. 
: ARGUMENT by MRe MeRUER (resumed) 


My lord, when we adjourned on Friday afternoon, 
we had reached pages 116, 117 and 118 of my Brief. 
May I just for a moment repeat what I said on Friday 
afternoon in reference to my submission in regard 
to whatmay fairly be considered for the purpose of 
fixing tariff = in respect to earning on capital 
invested in the industry. 

In the arte aiaee, if an industry cannot make 
15 any arertt under Free trade conditions, then we may 


assume that if it is : ‘given tariff protedtion and it 


does make @& profit, that that profit is due to the 
tariff protections Otherwise 4t could go on and do 
business without the tariff protections we may 

20 ' 


assume that the ‘sariff protection is necessary and 


indidental to the profit earned by the industry. 


if that is not truce, tariff protection is not ne C6 SS 
because the industry ean do business and earn its 

7 profit without it. ‘But if it is true then the 
profit that the industry makes 4s a wery necessary 
| Shine to take into account in considering what tariff 
protection the iadustzy should have, and how far it 


30 (|| should have tariff protection, If the tariff pro 


tection is for the purpose of permitting the indust 
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to be built up so that it may be strong finaneially, 
it cannot be for the purpose of giving those who 
invested in the industry a return on the capital 
invested over and above a reasonable profits 

Now, what is a reasonable profit is difficult to 
determines It is much easier to determine that an 
industry has had in the past more than a reasonable 
profit, and that it would not we reasonable to go on 
in the future demanding that the consumer mould 
contribute profit on profit endlessly. I think my 
point will become very apparent when I come to deal 
with specific ceases that we have considered, 

May I illustrate whet I have to say in this way: 


15 
Assume for the purpose of argument that 10% per annum 


over 4 period of years is a reasonable profits 

I am not saying that it is; I sm not saying that it 
is not. I am just taking that figure for the purpose 
20 of {i iateeehtass only. 

Now, supposing a man invests in an industry $1,000,000, 
and draws out in dividends 6% and leaves in 4% to 
accumulate and build up the industry. 

THE COMMISSION@R: He is making 10%. 
= MRe MeRUER: He is making 10%. He draws out 6% 
and leaves 4% ing If we assume that 10% is a reasonab 


profit, that 4% of his profits that is left in the 


industry and reinveted, so te speak, on that he would 


30 be entitled to a return the same as though he had 


invested it originallys But if in addition to the 
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4 that he has left in, there is a reserve built up 
of one or two or three million dollars -- 


THE COMMISSIONER: Let us suppose the profits were, 


say, 15%? 
: WR. MeRUBR: - Yes, my lord. 
< THE COMMISSIONER: And you say that would be 54% 
more than was reasonable? 
WR. MCRUER: More than was reasonable. 
10 THE COMMISSIONER: And then what? 

MR. MeRUERs That is built up and left as reserve 
in the business, and I say that it is not reasonable 
that the consumer should be asked to pay a dividend 

Ae on that addition reserves 
("EE COMMISSIONER: Let me see what the implications — 
ares You Say that if he leaves that extra 5% in 
the business -- 
MR. MeRUER: Yes. 
ns THE COMMISSIONER: If he leaves the proceeds of 
that in the business, it is not reasonable that he 
should get any profit on it. 
MR. MeRUER: YOG6~e 
ye THE COMMISSIONER: ‘Then he would not Leave it 
in the business in that cases 

MR. MeRUER: Yes, because it provides him with 
free capital in the business. 

THE COMMISSIONER: Supposing he did not leave it 

30 


there. Supposing he took it out and put it some place 


else? 
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MR. McRUER: ## Then the consumers have been called 
| on to pay him 15% dividends, which is more than is 
reasonable. 
THE COMMISSIONER: You say that if he Leaves 
| it in the industry - it is a textile industry - he is 
not to get any profit on it? 


MR. MeRUER? Yess - 


THE COMMISSIONER: Then ke suppose he takes it 
1o || out of that industry and puts it in the boot and shoe 
industry. Suppose he starts a new industry with it. 
He is dealing with the same consumers, is he not? 
The people who buy textiles also buy boots and shoes. 
Is he not to get any returm on it from the boot and 
shoe industry? How would you hold him down so that 


his extra 5% made out of the Textile industry is not 
going to bear him profits out of the consumers in 
some other industry? 

20 MR. MeRUER: That would have to be cousidered 
in dealing with tariff protection on those other things. 
I am saying that a tariff protection should not be 

designed nee 

si HE COMMISSIONER: To give him that 54? 

MR. MeRUER: To give him more than a reasonable 
profit, and when we look over what has happened in 
the past and find that in the past they have not only 
eiven him what is a reasonable pietit, put have provi 


him with free capital te go on with, on which he does 


not pay any interest to the Bank - the consumers have 
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| provided him with that capital - thek it would be 
more Teasonable to say that any profit earned on that 
capital should go to the wage-earners, if you are not 
going to reduce the tariff and give the benefit of 
that reduction to the consumers, I can cive an 
illustration where such a thing has been done abroad 
with one particular company. | 

THE COMMISSIONER: What is the illustration? 

me MR. MeRUER: The Zeiss Companys I have a book on 
it, It is a wealthy sorporation that has been built 
up in thet way, and part of their return on their 
invested capital goes to the investors, part to the 


wage-earners and part to the universitye It is a 


sort of srivate philanthropie concern, 


THE COMMISSIONER: What is the nature of the 
| business of this Company? 
MR. MecRUER: They manufacture lenses, 
20 THE COMMISSIONER; Is 1t a large establishment? 
| MR. MCRUER: The largest in the world, It is @ 
| German Companys I am merely presenting the case 
purely from the point of view of justice to the 
consumer gy : 
25 
THE COMMISSIONER: Would you have it this way, 
Would you have some legal arrangement whereby, assumin 
} that 10% is a reasonable profit, that if they make 
more than 10% it should inure +6 the benefit of the 


ear consumer, or if they make more than 10% it should be 


ed Sivow ff seat - Lsitqss tells dtiw mtd Bebtvorg | | 
teat no Bentes Sito yas ted ysa ot efdanoseet er0m | 


oe yee ee ee 
Lae | ety ¥ 


ton ets woy ti ,steatae-sgzew odd oF ox Siwede, istiqao 
| to ¢htesed Sdtvevlg bas ttired edt eoyber ot gaicg 
as erly nao I .etemvasoo edt o¢ mold oubet test 
Heotds enob seed eed galdt s dove oxodw soiterseiit 


*«tuegepe tefvoliieq eso mt ty 


= EO a A A - 
he & 


tnolvetdesill edd al dost. REUSE RED BIOD, ‘Br | 
Bete) Aood & evad I + s¥aeqm@oo egies eit “7 HEUROM - wie va a Om 
titud need asd tent soitatoqroo. yt Leow 8 at $I A vite | 
tied no Riyget aleds To s1sq bts ee tact al qi | 


ett of tuaq ,etodeeval. edt of apog Lat tqao, betecvas 


-s eb#l -sydteseviau edd of dusq Sas eteates-egsr | me: 
aE { * rf : 


smteones efcotisaeiizdg etsviag to t102a :. 


eae to emden edd af tad! sABMOIee I22IMMO?. aHT 
eeanel ewtostunon yout gS0KOM | 

: (omenate 2oendwe agent s tt al. :amMoleemesoa snr : i t a ; 
ihe shison ed? ak daegast out? UHM 6A a 
 gap0 ib ta tnienen: yletem me I. cevnngeeo aouzso | | 2 : - 


"edt of eoltext to wety to tatog ext mex? owe | nes 


‘a PS eel 


even ett at owed: voy bLuo¥ smuieo Tee TaMoD ar 
ve yeoxsdy duemepestas beget emoe evaal wo vos | : 

emem youd Th dake) ican yh. 
ty “oan necetnaana nao ih ata a 
ed biuoda at Rot nedd | 
; tat ee 


ee Le ee a 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO 


10 


15 


20 


25 


30 


CANADA 14307 


used for increaséng wages and other purposes such as 
you deséribed, 

MR. MeRUER: Personally unless the company adopts 
such a procedure themselves, I do not think it could 

| be done by laws But I do say that when you come to 

“study the past history of these companies and find, 
as we find here, that the Dominion Textile Company, 
for instance, and I shall deal with this company 
specifically in this regard, - when we find that the 
tavekbors wno actually invested their money have got 
more tham a reasonable profit on their actual investmedt 
of money, that the consumers have built up and bought 
and paid for many times over the whole plant, that the 
have provided the company with the millions invested 
in the plant, it is not fair for that compamy to 
come back and say: It is true our investors have 
got 9644% return on their money that they acttally 
put in, and that we have paid all our bond interest, 
that they have provided us with fifteen or twenty 
million dollars worth of plant, and now we want the 
coasumers to go on and provide us’ with a return on 
that money which they have prov.ded for us, 

THE COMMISSIONER: You mean 98.4% annually? 

MR. MCRUER: Annually, yes, and I say it is not 
fair for the Company to say: we want you to go on 
providing us with 6% on the accumulated capital in 
the business, in addition to the dividends we have 


drawn, when you are locking at the tariff requirements 


ee dove asaogivg Yosto bas segaw gades | 
 sbeditteeh soy | 

eigobs yasquoe edt aeelay ui lanc@xed: :HAUROM . Ah 

bivoo #1 Anid? ton ob I ,eevisemedt anniata’ pe 


of emoo voy aete sets ys ob [Sus - weal, yt en0b od bes 


+balt bas aeineqroe ssedd To yroteld teag edd ybude’ | 


: 

oi 

| 

| 

| 

gUisgmod eltixel oofaimod sit todd .oted Sali ew as | 

YWwgmes alist diy feed Liede I bas ,eemetaut tot : 

Ss dads bali, ew sodw - .dbitages eldd al Yleolttheege | ‘is en: * 

$O% ovest yenou ated? beteeval yilautos.odw scedesvad | a 

enteasnt isutos sled? a0 di tor sidsaozset s sadé otom 
digsod hae qu diled evsd etesuenco edt dedd .yonom To 


eit deat ,taslq elodw edt xeyo aeult yasm 10%, blag, bus a 
beteoval saotlite edt déiw yusgmoe edd Sebivorq svsd | a 
of yasquoo sed? tot zie? tou.el ¢t .tasig edd at | 
eved etoteevai we entt al oi  2yse bas yoad ehoo | 


 Ytaert zo. eed Tht at ke eH beblvorg evs. yess tad 


ods tase ey wou rus sdaskg, to sittow eteLiob moliitn 


no nawtet e dtiw ex ebtvesg bas alg og of _axbauenge i 


« 


| 

| 

| 

| 

| 
pteetetat baod ‘0. ifs blag eved ew dent Saa oat tug | as 
* 

| 

q 

| 
<a 20% Bebivera eved wit doide youu tate. | | 

| tyLLecnas Raabe Asem OY rear HO Lee DMD a 

tom siti yee I Bas ysoy ,yffeume  semumoM .ax 

fo 63 of soy taew ou eee. od “Yasqwed | out to baal | i a 


a ms ii ss 


At Lattess betelumvoos edt *. ee Al aati es 
oe Sas | se : 


it evad A Pee. edd “AL AALS At is 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 
REPORTER 


Meets caddies 14508 
for the futures That is not a sound besis, and that 
is the basis on which my friend puts his case, 
THE COMMISSIONER: You have in mind the original 
investors? 
5 MR.» McRUER;.Yes. 
THE COMMISSIONER: Those who made this large percen 
annually? - 
MRe MeRUER;: Yes. 
THE COMMISSIONER; What about those who came in 
later, in recent years? 
MR. McRUER: I do not believe that the consumers 
can be made to bear the burden of financial manipulation 


and share-spliitting that takes place on an inflation 


15 of capital that is contributed by the consumers, I 


think we have got to look at it, in these tariff 
matters, with an idea of justice to the people 
who provided these returns, send having regard to the 
past, while a company has split its shares, and where 
the original investors have floated them out on the 
public, I say it is not quite just to put ail that 
burden back on the consumers because they mve done thaf. 
What we have got to have in mind is justice to the 
=) people who have been taxed and are going to be taxed 
in the futures Now if the financiers have wronged 
their investors, it is not very fair to the consumers 
to make them bear the brunt of it by legislations 
And as to the principles on which tariff should be 


fixed for the future, I do not think that the consumer 
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ean be called upon to go on forever to Suppert one 
pyramiding of stock upon another. The Government 
that. gives character and personality to these legal 
entities by the incorporation of companies - I deal 
with this later on - ought to exercise some super- 
vision over the aanner in which the capitalization 
is hendled especially in regard to protected companies 
which depend upon legislation to give them profits 
) io and give them 4 reasouable opportunity for existence, 
There ought to be sone control over what happens. 
Take the Dominion Textile Company's own case, 
end I am dealing with that only as a matter of 
orinciplese Mr. Glasco says that in 1921 there was 
i an inerease in plant values due to increment, due to 
& natural rise in prices, and that thet gave the 
foundation to the appmisal in 1921 on which basis 
the company split its shares. Now just let us 
} 20 analyse that. It simply means that plent values 
#eese rose aud they took advantage of that rise 
in plant values and spread out on the public a little 
more stock, split their shares, saying: We cen 
fe set up a bookkeeping entry against those shares of 
plent values, And then when plant yalues come down, 
and since they have come down by 40%, which puts them 
within 20% of where they were before, there is that 
much pure water in the stocks | When you issue 


capitalization on an increment in values when values 


are at the peak, and when values are going te drop 
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again, I say that is not fair to the consumers, 
But I em getting a little ahead. I am going to deal 
with thet a little more extensively later on, I am 
dealing with it now simply on the q estion of principlle 
as to one thing first - calling on the consumers to 
pay a return on capital invested which has accumulate 
over and above what might be considered a reasmable 
profit. It is the same principle as the granting 
3 10 of a subsidy, Suppose the Government voted a subsid 
to their industry directly, instead of givins them 
the right to tax consumers in order to raise the sub- 
sidye Could the Company come back and say: you 
have voted us $1,000,000, and we have made 10% on 


15 
the investment, and over and above that we have 


accumulated 10%.5 You have given us a stsidy of 
$1,000,000, and now we want you to continue paying 
| the subsidy and giving us a return on the $1,000,000 
5 am that you havé given use. 

Now that is free capital that they did not have 
to pay for, and it is unfair to the sRGbGab es to say: 


You have given us this free capital, and now we want 


you to pay interest on ite We shall relieve them 


25 
of paying interest on its I do not think there is 
anything radieal on that suggestion. Reonomically 
it is not radical do trine at alle It is merely the 
questicn of quantum of tariff tia of justice to the 
30 


people whe are affected by the tariff; that is alls 


It is not at all in the nature of confiscation or 
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anything of that sort. It is just e question of 

what barometer you take in arrivingat the tariff. 

Are you to consider the earning on the capital investe 
where the tariff has been excessive in the sense that 
it has permitted them to earn more than reasonable 
profits, or are you simply to permit the industry to 
make @ reasonable profit in order that it may leave 
some of it in and may take a reasonable amount of it 
out, and may build up and get strong, and from there 
carry an and do with less tariff, instead of asking 
fer more, Otherwise the richer we make them, the 
more we have to give them, and the smaller the populatipn 
the heavier the tax» I went to deal now with some 


of these companies specifically, and I shall deal first 


with the Artificial Silk Division, 

i propose in dealing with these specifie companie 
to take only those companies that Mr, Kellock does 
not represent, until he cam be present. 

_. The Canadian Celanese Limited are manufacturers 
Cellulose 
i, eaeewte yarns and fabries, They weave 99% of 
their yarns. | 

THE COMMISSIONER: . They manufacture fabrics as 
well as yarns? 

MRe MeRUER: Yes, and they weave 99% of their yarn#e 
As we say in a later part of the brief, the yarns whic 
they sell to the trade are practically negligible. 


In that sense they are quite different from Sourtaulds 


because the Courtauld Company do not weave any yarns 
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at all and they sell all their yarns to the trade; 
they sell their entire output to the trade. Canadian] 
Celanese Limited is different from the Courtaulds 
Company.in the sense that they weage cellulose acetate 
yarns only, and the Courtaulds Company spin viscose 
yarns, end they sell probably quite a limited amount 
of acetate yarns which they import from Englands 
I give the history of the Canadian Celanese 
3 10 Company at page 119 of my Brief. The Company was 
| incorporated on January 27th, 1926. They were 
incorporated by company known as the Cancela Limited, 
which is a British Company, and they and the Cancela 
a Limited agreed to pay The Canadian Celanese Limi: ed 
$2,275,000 on or before the Sth of May, 1926, and 
$2,275,000 on or before the 1st of December, 1926, 
and $2,000,000 plus accrued dividends on 20,000 
Seven Percent Cumulative Participating Preference gha yes. 
a Tnat latter was a suall item, and was merely for the 
purpose of equalizing the dividends on the preferred 
stock. 7 
THE COMMISSIONER: By the way, there is nobody 
25 here representing this compmy, is there? 
MRe MecRUER: No, Mr. Forsyth said that he had to 
go away to the West Indies. I told him that all I 
had to say in reference to his Company was in the 
Brief practically, and he said he would submit anything 


30 
he had to say in answer in writing. I go on to say 


in the brief: 
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"In consideration of these payments, the 
any agreed to issue 72,000 Preference Shares | 
and 235,800 no par value Common Sharese 
Subsequently the Company issued to Cancela 
; Limited, a further 18,000 shares of 
Preference Stock and 16,200 shares of Common 
stoek, for which it received $2,196,000 in cash, 
The Company, therefore, received for 
a 10 stock issued under this agreement $8,746,009 
in eash and set up on its books a value for 
goodwill, patents and process, of $1,254,500, 
making a total of $9,980,500, which was 
uF offset by the par value of the Preferred Stock 
issue of $9,000,000,..+" 
Se your Lordship will seethat of the total $9,980,500 
there was $8,746,000 received in cash; Preference 
stock was issued for. $9,000,000, of which about 

A @ay $1,234,500 was for goodwill and patents. There 
were also certain inventions which the inventors 
agreed to assign, also certainbenefits under an 
agreement with the Town of Drummondville. 

25 The Company, I think it is fair to say, ret owned 
and cortrolled from abroad. There is an interlocking 
between the English Company and the bie’ aie Company 
thet is not very clears of the ten directors, 

- three reside in London England, two in Montreal and 


four in the City of New Yorke I quote again from 


the brief; 
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. "Por the seven years enfing Slst December 

1955, the Company had net profits from 

operations amounthg to $6,586,626.56 and 

$1,062,114422 revenuc from outside investments." 
That revenue from outside investments, according to 
my recollection, was derived in large part in the 
early days of the Company when the money was 
transferred to the Company for the shares but had 
not been used in building plent, so that it remained 
in the hands of the company invested in outside 
investments, I go on in my brief; 

"These profits have shown a great increase 

during the last three years of operations, 

the net profits from operations for the year 

1935 alone being $1,813,09558, to which 

may be added a further revenue from outside — 

investments of $66,428,500." 
your lordship will seethat the Company, even in a 
year like 1935, has peen doing extremely well: 

"The Company's surQlus and special reserves 

and reserves for contingenties amounted to 

$2,955 ,150«87« There was written off for 

depreciation of puildings, plant and machinery 

41,725,800, and $1,175,100, was charged to 


operations for repairs to plant and machine ry «" 


of course, these charges to plant and machinery 


and to depreciation were all charged before the net 


profits were arrived at. The Company during the 
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seven years which embraced the period of Canadats 
ercateat depression earned in net profits more than 
the total amount of eakh invented in the Company. 
That gives a clear indication of the prosperity of 
the Companys 
THE COMMISSIONER: Whet was the tariff duty then? 
MR. McRUER: There were two items that affected 
the Company: one was the yarn item, and the other 
was the fabric items fhe yarn item is dealt with 
at page 89 of my Briefs From 1930 to 1934 the 
yarnitem carried rates of 25% British Preference, 
30% intermediate and 35% general, together with the 
1s || sxe cific duty of not less than 28 cents per pound, 
That was the minimum. In 1934 the British Preference 
was reduced to 20%, and 20 cents per pound minimum, 
In 1936 it was reduced to 5% British Preference, while 
the intermediate and general remained at 30 and 55% 


20 
respectively+ 


THE COMMIS IONER: There is no specific duty under 
the British Preferences | 

MRe MeRUER: No specific duty under the British 
25 Preference. 7 

THE COMMISSIONER: Just 5% ad valorem? 

MR. MeRUER: Yes, my lords _ According to the 
| evidence the most likely competition at the present 
time would come from the L cenen lands or Italy or 
30 


Japan, but I do not think they are particularly 


| threatared with yarns from Jepan at the present time 
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because I do not know that there is any evidence that 
the Japane se make acetate yarne But whatever the 
qnse may be, the artificial silk yarns which sae make 
are not of a quality that seriously competes with 
Canadian yarn at the present time, but the Coubtaulds 
people erie Seibel apprehension that the Japanese 
might in the future make yarns that would compe tes 

THE COMMISSIONER: You say that the competition 
in acetate yearns come mainly from the Netherlands 
and Italy? 

WR. McRUER: From the Netherlands and Italy. 

THE COMMISSIONER: Not from Great Britain? 

MR. MecRUER: Not from Great Britains There is 
an interlocking control by these companies, and there 
has been very little come in except ask has been 
brought in by Courtaulds themselves. fhe quantity 
that has come in from Great Britain since the duty 
was reduced to 5% has not been lergés 

In the illustration that we give in the brief 
we show the penalty which the consumer pays in respect 
to yarns from the Netherlands, for instances There 
was some evidence in Montreal about some yarns from 
Italy. Of course, the situation with regard to Italy 
is complicated to a certain extent by determining what 
the price .for home-consumption is, due to the peculiar 
econopic set-up in Italy, where the industries are 
more or less subsidized for export purposes. Tt 
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concerned they are the same as the other manufacturers '. 
MR. MeRUER: Yes, the fabrics are the same, and 
the rates are 50% British Preferéuce, 40% Intermediate 
aid 45% General, with 40 cents a pound specific under 
the Intermediate and General tariffs. 
THE COMMISSIONER: i page is that? 


MR. MecRUER: Page @2, my lord, 


“ (Page 14325 follows) 
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Now, exhibit 1201 shows that in the years 1954 
and 1935 the net profits on operations to sales were 
25.56% and 23.8% respectively. Now, in regard to 
net profits on sales, net profits on operations to 
sales, where it is referred to throughout this brief, 
my friend, Mr. Kellock, has made an observation 
‘that these are arrived at before bank interest on 
loans, and that observation is quite correct. He 
takes a certain amount of offence from the word "net 
profits", and as far as t am concerned I want it 
¢learly understood that there is not intmded to be 
any particular magic or significance in that word, 
but we have to do this -= 

THE COMMISSIONER: Is that the only item that Mr. 
Kellock referred to as being unfair, bank interest? 

WR. MeRUER: He had some others. Now, I think 
if there were gome cases where he might have had any 
eroun® of complaint, I think he probably misunderstoo 
them because I think he thought we had not taken 
pond interest -- , | 

THE COMMISSIONER: That is what he said; he said boxd 
interest. | | 

WR. MeRUER: I think he had misunderstood this, tha 
we had taken bonds in as capital invested in the 
business, and then we are strictly correct in taking 
4t as net profit on capital invested because we have 
got to do this if we are going to compare this, we 
have got to have some unit of financing. Take 
the mt profit on sales; if one company finances on 


money borrowed from the bank and mother finances mo 
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or less on commen stock issued the net profit on sales 


of the one company may be 10%; the net profit on sales 
without bank interest would be 10%, but if the other 
fellow paid his bank interest he would probably only 
nave 4%, but it is the profit on sales that is importa 
to the consumers 

THE COMMISSIONER: That is what you refer to here? 

WR, MeRUER: That is what I refer tOs 

THE COMMISSDONS =: The net profits on operations to 
salese 

MR. MeRUER: Yes, and that is actually what it means 
and the same thing on capi tal invested in the business 
My friend, Mr. Kellock, in another place criticized u 
on that ground. That is my recollection of his. brief, 
but I think he did not understand it because we are 
attempting to bring it all to the one unit of financing. 

THE COMMISSIONER: Your point is this that if your 
capital is borrowed of course you have to pay interes 
to those you borroed it from, and that does not modif 
the result to the consumers 

MR.MeRUER: No; how you run your capital structure 
of your business cannot ve taken into consideration 
in the results to the consumer, 

THE COMMISSIONER: If you porrow your capital and make 
10% profits, and have to pay 6% to your lender you omy 
remain with 4% but at the same time you have made 107. 

WR. MeRUUR: Yes, that is the whole point, and 
besides it is not fair to a company that may do busiyess 


on investor's capital unless you do that , because 
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with a common stock investment only then his profits 
show away up while the other fellow who does business 
on a small capital investment by investors, but 
borrows money from the bank, there is a lesser net 
profit on sales. For instance, if his profit was 
$100,000, and the one fellow had a straight common 
stock investment and borrowed no money from the bank 
he would have $100,000 which might mean 10% on sales. 
On the other hand, another company, taking the same 
amount, $100,000, only head $10,000 investment in comm 
stock and borrowed the rest from the bank, He would 


take the bank interest out and probably would show 


only 6% profit on sales, Well, that would not be a 


fair comparison, so we have tried to reduce it from 
a consumer's point of view of the profit on sales, 
and they can finance it any way they like, and if, 
for the purpose of clarity, if the word"net" might 
deceive anybody it may be deleted pth al through 
this brief in respect to profit on sales, becamse I 
don't want in any sense to deceive anyone in respect 
to what we mean, 

THE COMMISSIONER : Your explanation is clears. You 
can proceed noOWs 

MR. McRUER: So that we give then, this company's 
earnings in 1954 and 1955 and these, after all, are 
particularly for the purpose of comparing one year 
with another because I may say this, in all fairness 
to these companies you cannot compare one company 


with another that is manufacturing another sort of 


textile, and so on the one hand one company makes 25% 
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on sales end another company is making only 6% on salep. 
It depends entirely on how fast they turn over, 

For instance, take two extreme examples. We will tak 
artificial silk yarn which will turn over very fast, 
which is manufactured, put into the warehouse and 

out to the weavers as against woven carpets. That is 

a different proposition when you come to deal with 
sales, because if I have $100,000 worth of sales 

and I turn them over twice a day I can do business on 
mery mich less margin of net profit &n sales than if 

I have $100 worth of sales and they turn over once a 
month. So that we cannot compare one company with 
another and say “well, look at what this company has 
made and that company has mde", unless they are making 
identically the same sort of fabrie, and in that way 
net profit on sales in this brief has more to do with 
seeing how that particular company has done over the 
last ten years than comparing it with any other compary 
or levelling any criticism at it as to whether its 
profit on sales has been excessive or not. It is only 
by comparing the depression period with the pre-depregs- 
ion period and seeing how they got along. 

On the other hand, even that isn't quite accurate 
beceuse even one canpany may change the character of 
its output over a period of years, but we have got to 
regard them in that lights The return on capital 
invested by the investors, with ell due humility 
I submit is a very much better criterion than anythin 
else to know just how the people have got along that 


have invested in this industrys 
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Then, in 1935 we see the profit on sales of this 


company, and the net revenue applicable to capital 
employed in operations was 16,6% and 17.2% respectively; 
that is ies anette employed in operations their retur 
during the year 1935 on the capital, their net return 
on the eapital thet they used in the operations of 


the business -<- 


THE COMMISSIONER: 1954 and 1955. 
MR. MeRUER: Yes, my lorde 
10 | "assuming that Canada enjoys a few years of prospeq- 
ity equal to or better than that epjoyed in the 
year 1935, it may safely be assumed that this com- 
pany, if present tariff duties are maintained, wil 
| realize extremely high profits from the consumers qf 
15 Canada. Moreover the profits earned by the Compa 
were arrived at after the payment of unusually hi 
executive salaries.® 
This, I may fairly sey, is not representative of the 
bextile industry as a whole. In fairness to, for 
20 || instance, the Dominion Textile Company, whatever I may 
say about the return on capital originally employed, 
their salaries in that canpany, with the volume of 
business they do, are nothing like the exectttive salaries 
in the Canadian Celanese, and I can frankly say that 
Ge as far as I have been able to study the executive 
salaries it is only in the cases that we have mentione 
in our brief that I have any criticism to levy at 
them, and where I haven't criticized them I think my 
friends can take it that I haven't any criticism to 


30 
levy. Now, take, for instance, in the year 1929 
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twelve perties drew $155,283, the highest of which wa 
$20,000 and the lowest $5,625. In 1930 18 drew 

$178,582, nine of which were above $10,000, the highe 
being $22,500, In 1930, 20 drew $197,106, the lowes 


° || of which was $5,000 and the highest $25,083. In 1952 


25 drew $226,911, the lowest of which was $5,000 and 
the hichest $27,500, In 1933 22 drew $217,156, the 


lowest of which was $5,000 and the highest $27,500, 


In 1934 22 drew $247,598, Now, these are the two yea 
10 


that I deal with in respect to net profits on capital 
invested in the business and the profits on sales. 
The lowest of which that year was $5,069 and the highebt 
$27,500. In 1935 28 drew $294,458, the lowest of whibh 
i was $5,050 and the highest $35,023, In the year 193 
seven parties drew in salaries $148,063, In this 


year $72,280 was paid in salaries to directors of the 


company resident outside of Canada, For the period 
of seven years the mill wages amounted to 33% of the 
20 sales. For the same period the salaries amounted to 
424% of the sales and the net profits 23.8% of the sales. 
So that you get there 28.52% of the sales which are 
accounted for in salaries and net profits as ageinst 35% 
for wages divided smong all mill workers, Well, from 
25 an economic point of view ~= 
THE COMMISSIONER: About how many mill workers are 
there? 
MR. MeRUER: I can answer thats 
MR. DIXON: 2200, I think, Mr. MeRuers 


* MR MeRUER: I think it is in Mr. Beauregerd's brief, 
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THE COMMISSIONER: 2100, Mr. MeRuere 
MR. McRUER: 2100, Mr. Bemregard agrees, and these 
very high salaries that are paid that go abroad, one 
cannot feel that there is a great deal of direct manag 
ment that is given to the mill in Canada by those who 
are resident outside of Canada, It may be very nice 
and interesting for them to have a salary of that 
sort from an industry in Canada, but when we come to 
deal with another aspect of it, and that is the tariff 
protection it has and the monopolistic aspect, in view 
of its treatment of the Canadian weavers, which I will 
deal with later under the heading of trade organizatio 
and monopolies end combinations, I think that there is 
a pretty strong case made out for o reduction of cus~ 
toms duties under the intermediate and general tariff 
so that the Canadian weavers may get acetate yarns 
from other countries in order that their pusiness may 
be assisted, and that this monopoly cannot retain 
almost complete contrel of the acetate business in 
Canadas Your lordship will recollect that there is 
prectically -- I don't think there is any evidence of 
any Canadian weaver being able to weave acetate 
cloths in competition with the Celanese companye 

THE COMMISSIONER: Do you mean they are not weavin 
acetate cloths? 

MR. McRUER: Nos They use some of it, they impo 
some small part for mixtures of a sort, but I am goin 
to deal specifically with that correspondence that 


took places Representations are made how the 
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Canadien weavers tried to get acetate yarn and were 
unable bes do so at prices thet were commercially profi}f- 
able, a ‘even though they could import it at prices 
Lower then the prices quoted to them by Canadian 
Celanese yet if they paid the tariff, customs duties, 
and Laie them down jones the * coulda not weave them so 
as to compete wi th the woven fabric of Canadian Celane 
and T have something to say about their costs which I 
probably will have to deal with privately, but their 
margin looks pretty good yet notwithstanding any 
tariff yeauctions that they have had. I deal with th 
monopoli stic aspect in 4 Later stage of the brief. 

Now, I come to the viscose yarns. The only mayke 
of these yarns in Canada, of course, arecourtaulds of 
Cornwall, hig company was organized as a branch 
of the English Company in the first plece, and later 
was incorporated as a Canadian company 

THE ¢ uM SSLONER: Pardon me, Mr. MeRuer, ‘pefore 

you go into that, before you leave the Celanese Com- 
pany, the last paragraph on page 122, there is no 
mistake there, is there, in those figures? 


MR. McRUER: fio , my Lorde 


wage earners, $28.20 went to the higher salaried 
employees"? wm 

MR. MeRUER: "Or the investors" s 

THE COMMISSIONER: Oh yes, t just saw the word 
nemrloy ees" “theres 

MR, MeRUER: They are not quite as bad as that, 


lord« In 1924 Gourtaulds opened a branch for the 


? 


THE COMMESSEONER: "For every $33.00 that went to/the | 
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manufacture of rayon yarns in Cornwall and in 1928 
' the Canadian company was incorporated. On the Slst 
of August, 1928 for a consideration of $3,551,000 
there was issued 25,000 six per cent non ewiulative 
preferred shares of $100.00 each, $2,500,000 -- that 
is the total emount of that -- and 55,000 common 
shares of $100,00 each. The difference of 


$2,448,915,.50 was charged in the books of the company 


to goodwill, patents and trade marks 

Now, in May, 1951, there was & further stock issue, 
and then in December, December 2, 1955, there was a 
change in the capital ieithatie I don't think I need 
to go into the details except to say that $2,448,915.50 
was carried as goodwill, and to that extent the 
share capital was represented by that asset. 
The total cash investment in the compsny amounted to 
$5,551,000... Now, of that cash investment in the 
company a considerable portion of it was cumulative 
profit that had been made in the business. 


THE COMMISSIONER; Just a minute; you say the total 


cash investment was how much? 

MRz McRUER;: $5,551,000, but a large part of that - 
and I deal with it later am ~- was made out of the 
profits realized in the years 1926 and 1927. The 
amount was $1,245,000, profits that were made in thoge 
two years but not drawn out by the English company 
They were made in the branch heres Since the 
company commenced operations in 1926 the total 
profits before depreciation amounted to $10,485,000. 


I deal with depreciation specifically later. The 
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of profit and invested it in the capital stock of the 


$1,305,0 000 and the balance at the surplus account, 


company during that period has charged to depreciation 
$4,553,000 Leswing a net profit after depreciation of 
$5,931,000 or 17% én sales. During the same period 
they gherged to operations for repairs to buildings 
and machinery $1, 836,000 so your lordship will see 
thet while the canpany was making & very handsome 
return and taking care of depreciation it was chargin 
to operations a large sum of money for repairs to 
buildings and machinery which I take it would keep 
the company in a very up to date position notwithstand~ 
ing the depreciation written offe 
" During the years 1926 and 1927, and up until 
September, 1928, when the business was carried on af 
a branch of the English Company, the net profits 
realized <moentee to $1, 245, 739, j This was credite 
to the magiisn Company and invested in the Gapital 
stock of the Canadian Company" 


That is, that on the pooks they credited that amou 


Canadian company so to that extent the consumers had 
provided that smount of the capital in the profits earned 
py this companys fhe dividends paid to the Inglish 
Company since the incorporation of the Canadian Compan 
have amounted to $1,564,500+-— 

THE COMMISSIONER: $1,567,500» 


MR, MeRUER: $15 5679500 5 written off to goodwill 


THE COMMISSIONER: That is as of the 3lst of Decemb 
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MR. MeRUER: Yes, my lords 


* The position of this Company's affairs appears 
to be as follows: A total investment of $9,661, 00}7.90 
has been made in lands, buildings and machinery+ 
Since the Company eommenced business in Canada, ou 
of profits realized from the consumers $4,776,980. 
has been written off to Depreciation Account. 
$1,245,739 was realized in profits by the English 
Gompany when the branch was in operation and reine 
vested in land, building and machinery. — $1,305,915 
has been written off the Goodwill Account. The 
‘Surplus Account is $1,028,548, and there has been 
15 paid in dividends $1,567,500 making a total of 
$9,924,682, or $263,674.80 more than the value of 
the plant before depreciation." 
So that one sees just exactly what the consumers have 
dones 
20 "In addition to this, it will be porne in mind tha 
the plant has apparently been kept in a very up-to 
date condition by an expenditure of $1,836 , 89625 
for repairs, 
The net result from the consumer's point of 
2» || view ds thet the consumers of Canada have contribu 
to the British investor establishing this plant in 
Genada more than sufficient to pay for the whole 
plant in ten years of operation." 
Well, that rather emphasizes the point I was making 
se earlier this morning, and thet is, what has the cons 


to go on doing? How long is he to continue, indepénden tly 
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iltogether ‘of this fact, that when we come to study 
he tariff situation before 1930 with what it is now, 


Ind what it ought to be, the profits that were made 


arried straight through the worst depression, ~and many 


fe the lower tariff item, how the company has been 
} us wish we had been carried through in the way that 


these companies have been,~- then, when we go on from 


ere are we to have the same standard for the future 
Py fe was the standard set for the emergency of the depressjons 
| % * we are to go on forever then it leoks to me that it 
Ec a bit unjust for the consumers who must paye 
* In considering the net profits of Cour taulés 
(Cenada) Limited, it must be borne in mind that this 
15 Company has written off a very large amount for 
depreciation and has charged against profits extra~ 
ordinarily large sums for repairss" 
Now, I give here a table that is comparative between 
ourtaulds and Canadian Celanesee Now, in comparing 
20 hem we have got to bear this in mind that although 
hey are both artificial silk plants one is engaged in 
weaving and the other is not, and to that extent they 
are not comparable, because on the one hand all the 
investment of Courtaulds is in the manufacture of yarn 
25 llwnereas with Celanese a portion is in the manufacture © 
yarn and a portion in the weaving of yarne 
THE CGWMISSIONER; Pardon me 4 moment; do you show 
here, or do you wish me to refer back to some other 
page -- what their tariff protection iss 
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THE COMMISSIONER: Page 89? 


MR. MeRUER: Page 89, yes, my lor, The inves tmen 
in plant of Courteaulds is almost the same as Canadian 
Celanese. The average annual investment in Courtaulds 

5 lis about one million dollars less than Celanese. You s¢e, 
some of Courtauldst additions were made fairly recently} 


The average annual depreciation over the last seven 


years of Courtaulds is more than twice as much as 


| Celanese. The average amount charged to profits -- 


’ 10 THE COMMISSIONER; Annual amounts 

MR. MeRUER: The average annual amount charged to 
profits during the seven years fer repairs is 
$212,500 for Courtaulds as against e159 »400 for 
Celaneitin: Now, there is a very aifferent seale of 

15 . 


charges for depreciation and repairs, and insofar, again, 


as these repairs are charged against profits but real 


constitute capital replacement they ought not to have 


both an allowance for depreciation and an allowance fo 


> x capital replacements 

MR, DIXCN; My lord, if my friend will excuse mé; 
that is the first unfair thing he has sald. Insofar 
as these repairs are replacements of capital, there is 


no evidences that any of them are replecement of capita 


25 Now, my friend ig not entitled to refer to it in that 


way e 


MR. MeHUER: I will put it this way; insofar as the 


may have beens Now, I em quite prepared to say that 


in this investigation we canmot go in and find what 


vd 30 this repair and that repair is, and how far they may 


have been capital replacement. We only Rave the 


ey: Ope eA Ue 


-_ ay ee ; play’ x 
| Seeas ; nen 


=e >, 


“98 egad ROTA TABOO ser 


nomi eevnd one | vibor va 20y 288 oust : AION aM 


Rsibened ae omse ad? fe ont » el ab Lueda00 te ‘tmalg x 


sapere ng tromesvat lounns osatevs edt 
R poY “beoneled psd eeet 


mniatietds yLriet obait oLew anole 65s 
nevee ¥aelt A 

#0 deoxa ep eolwh mats 
aa ~ 8d totg iad Bogtaide tavaus egeteve od? 


stmusoors Fatma :Aemhar 22 Daaio GET 
ot bagtesdo # casos Lauaus Syeteve ed? AUR 


”" 
*'4e7 


i | seaenels| 
etalios wots bar ‘ono i uods at] ) 


edt revo nolsstoerqes fsuane wst8v8 edt | 


eros ak eb Lunt awed to exer | ao 


t 7 


* eb Luada09 to ous | 


| | venemeled | 


wi etiaget rot etssy never aifé setup at tong 


sot 003,054 tenteys as eb Lust seo 108 002 S186 | 


10 omnes fuerte TT ES Utev s et erodt ron | ~eseceace® 


28 — ‘hee ,Brisqet Ass notte toozqes xo? sesioto 


leer Sud et t tere oSRING begeado ors arieqer ‘onede as 
ova oF Fon *ikguo vee tormoa loot to? igas out tence 
7 Boumwol Le ths bata nota tosaqeb tot eomorel ia Pees) dtod 


stueavosiqon ist tgs 


{88 esvexe Litw bre ie? Pe ti Brot Ma :AOKIG +i 7 
is toeat vbise esd od gales zion taw text eat et Sauté 


) etrenit ¢ £65 Eqao ac eS nonebe leo: exe exkaqor sande | 


igqzue to tnoneoel get ers sarit to vite todd ‘somndt tve ont, 
ati ak #? of retort of bers ine ¢ tox el bets | yar F ines 

| ~ on = 2 eT ~~ 
} so-uetoant qyaw énid's} tig Fite mon a 
if yae of beteqer¢ df typ: ‘ms T T voit” eo 


a | 


Kecaka Bik Seba , oi a 
: 


4° a o.¢ te ga Ale 
Pes yi Me 

bas; ee id ali 7 

Se ee ; ; : 

- ; - . d 5 
ie a = Yon 
“+ Lae ms ne ie eer ae mi aes a : ° 
. a +4. > P 
mh » = ww ia 7 @ on 
ee <n cs Nay 2. a ee ; rig . P.- ® 
@»- as Lets ~ ¥ - - 
: an ; ‘ 


o> 
> eek 


dt tats 


an 


ae 
— 
a 


ava 
—_ 


es eo so ee ~ 
« A. ~ 


b 


ROBT. BRYDIE 
CHARTERED STENOGRAPHIC 
REPORTER 


TORONTO - CANADA 14338 
P) fect with the depreciation, with a very large sum for 


repairs charged and with the profits as they are; there 
is the whole picture. Now, whether the repairs are 
capital replacement is more a matter for the Incane 
Tax Department than it is for us, and I presume that thpy 


deal with that matter, and whether it is dealt with or 


not I don’t know, but I am not saying that there is the 
slightest evidenceses far as this Commission is concern a 
it is neutral on that subject. However, that is the 
picture, that I make a comparison between the two 
companies where the one has very much heavier deprecistion 
than the other, and a very much heavier repair bille 
But, on the other hand, I have s comment to make 
which I am sure my friend, Mr. Dixon, will not disag 


with, and that is in respeet to the executive salaries 


15 


of Courtaulds. The salaries paid to executives of 
Courtaulds were on a very much lower scale than the 
salaries paid to executives of Canad&@an Celanese. 
"ithe total saleries amounted to an average of 1% 
» 20 of sales during the last ten years"e 
Now, your lordship will notice what a very great 
difference that ise 
THE COMMISSIONER: That is as against 447 
MR. MeRUER: 4.4% om sales, and not only that but 
+ Gourtaulads selling a raw material and Gulanaee selli 
a finished fabric where the prices of the sales, 
the sales dollar, is up a great deal higher than it i 
on raw material; so it is quite a contrast. 
D | "It may also be pointed out that during the year 1 


30 
there were only three executives who received over 
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"$10,000 a year, and these three averaged $15,215 
and were all full.time executives resident in 
Caneda, while the three highest paid executives of 
Canadian Celanese Limited received an average of 

5 | $25,880. During that year $72,880 was paid by the 


latter Company to Directors and Executives not 


resident in the Dominion of Canadas" 

Now, I just give these for comparative purposes.” 

| There they are. It is a contrast. They are not exactly 

a 10 the same sort of companies, as I said before, but aftdr 
all I think they are basically the same, and may I, 
in regard to the salaries that are paid in Canadian 
Calanese, emphasize what very high profits were mde. 


i am starting now on the cotton division -- 


| 15 
| THE COMMISSIONER: We wll take a few minutes off. 
~- The commission adjourned for a short recess. 
| 
(page 14345 follows) 
» 20 
| 
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On resuming: 
MR. McRUER: At page 127 ef the brief, my 

lad, ig en illustration cf the life histo xy of the 
Dominion Textile Campeny Limited, Perhaps we might 
run through it fora moment, The first company of 
which we have a record is the Hudon Gotton Company. 
As far es the Commission is concerned I think our re- 
cords start in 1878, This grephiceally illustrates 
the process of amelgam tion and the elimination of 
comp eti tion that has texen plese, First we have the 
Hudon Cotton Company; then the Ste, Anne Company that 
amelgemeted with the Hochelege Cotton Menufecturing 
Gompany Limited in 1885, Then in 1889 thea purchase 
the Magog Textile and Print Company; and in 1890 ther 
is an emalgemetion of the Windsor Cotton Menufacturin 
Gompany, the Nova Scotia Cotton Memfectaring Company 
Limited, the Coaticook Cottm Company Limited, the 
Moncton Cotton Manufacturing Company Limited, the 
Graven Cotson Manufacturing Company Limited, end the 
Kineston Cottm Menufestring Company Limited “with 
the Hoche lage Cotton Menufactring Company Limited, 
so that by that time <- | 

THE COMMISSIONER: Well, did alt those be 
Geme the Domininn Cotton Mills? ; 

Mre MoRUER: Deminion Cotton Mills Limi ted. 
By thet time nine individusl canpmies have been 
cons olidsted in the Dominion Cottm Mills Company 
Limited; that is, mine thet originelly had been in= 
dividual compsnies. In 1891 the Dominion Cotton 
Mills Limited parchesed the Chembly Mills and the 


Slater-Winzy Mill, reising to eleven the number that 
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are now cons olideted in the one ¢omp MY 

We next come to the amalgemetion of 1905, when 
three more are brought in, raising it to fourtecis 
So that by 1905, when the Dominion Textile Compehy 
Limited was orgenized, it hed reelly teken over the 
growth of fourteen different campenies, When my 
friend: says that there wes 8 ‘valuable element of om 


intengible nature in the elimination of e ompetition 


emong those canpe ni 68» he is undoubtedly quite corres fo 
bs In 1910 they leased the Mount Royal Spinning 
Mills thet hed been purchased py Cenadien Cottoms emi 
then leased by Canadian Cottais to Dominion Textile, 
ané later purchaseds Did the Mount Royal Spinning 
Compa ny ever operate as 4& spinning ¢ ompany prior to 
it being sold to Cenedisn Cottons, or did they not bu 
it oben it wes just ready for business? 
THE COMMISSIONER: It was leasede 
MR. McRUER: It was leased by Canediem Cottons 
- to Dominion Textiles, that was in 1910. 
MR. GORDON: T am not just surée It was built 
| not only for the purpose of a spinning company mat i 
had attached to it bleaching end printing« I belie 
that in 1908 it was built by one of the Whi teh eed 
25 compeny. It mey have got into operation before 
Cenadign Cottms pought it. 

MR. McRUER: I am correct in this, at any rat 
that it was a new plent end was built in 1908, and 
4f it operated at all it only operated from 1908 unt41 

30 1910, But it was undoubtedly @ new feature on the 


landscape of « competitive nature, ena it wes acguir¢a 


eventually by the Dominion Textile Company; ¢ontrol 
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wes acquired in 1910. Thet brings fifteen compenies 
into the organization, We come down to 1922, when there 
wes a reorganization and recapitalization with which 
Will deel later, In 1929 they acquired the Drummond 
ville Cotton Company Limited and the Sherbrooke Cotto 
Compeny Limited, == which brings seventeen sompa nies 
into the amalgamation, Of course the Sherbrooke Cotton 
Company, I think, at the time it wes scquired by the 
Dominion Textile Company had ceased to opersete as an 
operative unit; it was in the reseiver's hends,st any 
rates In eddition to that, ata dete that I think wa 
1929, if my recollection serves me properly, the 
Domindon Textile acquired or the company acquired a c 
trolling interest in the Montreal Cotton Company, 
ig not shown on this graph, 

THE COMMISSIONER: Whet year ao you sey? 

MR. McRUER; In 29294  Thet is correct, is it 
not, when. they ultimately got the fifty per cent contrd41? 

MR. GORDON;..I do not think so, I doe not 
know the date when they went over the fifty merk, I 
do not think it was at thet pertiewer dete, It had 
got to that stege in 1929,. 

MR. McRUERs At any rate we will say, between 
1928 end 1930, I do not think the precise date ig ma- 
terials At any rete they sequired over fifty per ent 
of the control ef Montreal Cottons, and thet gave them 
gontrol over the Montreal Cottons although they did not 
own the whole stock snd there has not been to date an 
emelgemetion, 


THE COMMISSIONER: Byt they @till control it? 
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Mr. McRUER: They still control ite 


THE COMMISSIONER: And the Montreal Cottens is 
mentioned here? 

MRe MeRUER: Nos 

THE COMMISSION ER: Are there any other canpani 
in thet position, «= controlled by the Dominion Textil 
and not mentimed here? 

MRe McRUER: Not that I know of, The Industria 
Specialty Menufecturing Company == but they do not men 
fectrre textiles, they menufecture supplies for textil 
mills, woode suppliess 

In the factum of the Montreal Cotton Compsyy i 
is pointed out that 16,445 shares, representing 54,8 
per cent of the issued common shares of the Montrel 
Cotton Company, ere owned by the Dominion Textile Comp 
Limited, That is their share of the ownership, 

So we haye now eightcen companies, som of whic 
were large and importent, others smaller ones, that have 
gradually come within the control of the Dominion Te 
tile Compeny Limited; seventeen of which ere under the 
direct ownership of the Domiyion Textile Company Limi tad, 
and 54 pereent of the other under its ownershipe 

I heve set out in my brief extracts from the 
minutes of the constituent c apanies of the Dominion 
Textile Company Limi ted, starting with the Hudon Cotto 


Comp my for the purpose of giving somewhat of s chrono 


logiesl history, accurately steted, from their minuteg, 


so that it is on record to show how this compeny has 
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t the moment, my lord, mt <-~ if your lordship cared 
. make a oross~ref erence at page 127 -» at page 163 
lp a record of the stock inflation that has taken place 
this Seinen of emalgemation, and thet is important 
5 [a we come to emsider whet has happened in the neta 
: the dividends that heve been paid to the investars, 


é instence, by way Of illustretion: In the year 1878 
{ 


10 faving peid dividends at the rate of 10 per cent and 


» stock bonus of 33 per cent was issued in the Hochelagm 


otton Comany, Heving got a tariff protection and 


bo created a stock bonus of 33 per cent they paid 
Livi dends on the increased ciare eayitels and then that 
\, gone on and gp lit agein; we see how it pyramids, 
| wish for a few wines te be more or less recapitulate 
se te history of these compa nies, 

The ¢ividend in 1878 wes 10 per cen ts 

THE COMMISSIONER: You are baek to what page? 

MR. MoRUER. Page 128, my lords, In that year 

: here Was 4 took bonus of 28 per cent, ins reasing the 

: bpitel to $403, 0006 | That ate bonus amounted to 
p100,000, Then in 1881 and 1882 dividends were paid 
at 10 per cent on the increased ¢eapitealization, In 
L883 there was a small stock bonus of $15,000, and then 
by by-law on the 9th February, a stock bonus of 9420,000 


25 
yas authorized, $180,000 fran the capital stock in ‘the 


|treasury and $240,000 to be out of the increased cepital| 


Stock that was to be prwvided by spplementary letters 


paten ts i deal with thet all at page 163, and possibl 


a 30 jit would save time ifilwent directly to it at the 


moment, so that we shall heve ~- 
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are going to deal now with the matters thet are set out 


44550 


THE COMMISSIONER: What does that mean then? Yo 


in page 163% 


MR. McRUZRs Page 163: that is the bonus stock, 


if I might ¢ell it thet, or stock bonuses that were 


issued from time to time, either directly as stock bon~ 


uses or arising out of smelgemstion, 


THE COMMISSIONER: Allright, go on, 

MR. MeRUER: At the first paragraph of 163: 
"The first record of the Hydon Cottm Company 
Limited commenced in 1878, and shows that the com= 
pany paide dividend of 10 »per cent on its mt 
stending common stock", 

THE COMMISSIONER: "At that time", 

MR, McRJER: "At that time", 
"In 1680 a stock bonus was declared of one share 
fer every three held", 


MR. HEWARD: When you say "Tirst records" 


you mean the first records that are svsilable now? 


MR. MeRUER: For the Commission, yes, There 


e four years thatwe were not able to locate, That 


25 


30 


quite a natural thing, 


"In 1880 a stock bonus wes declered of one share 
for every three held, Cash dividends on the in- 
ereased capital were paid at the rate of 10 per 
cent per amum, which would be at t he rate of 


15-1/3 per cent om the original capital, In 1883 


a farthe stock bonus was declered of ome share for 


every one helde The effect of this was thet in 


five years a shareholder who had three shares of 
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“the original issue now had eight, 
: When the company emel gemated with La Companie 
de Filature Ste, Anne Limi tee, the shareholders of 
the old Hudon company reccived share for Share in 
the new canupeny, Hochelage Cottam Mamfae turing 
Jompany Limited," 

That was the new one thet was formed. 
“Dividends were paid in 1885 at the rate of 6 per 
sent, 1886 at 10 per eent; 1887 at 10 per cent; 
1888 at 10 per cent on the outstending cepital 
stock, The dividends for these last three y ears 
would be at t the rate of 22=2/3 of the original 
investmamts." 

That is just to show, in view of the increases in the 


Gepital stock, that although the dividends may 1 ook 


|| modest on the stock Outstending, they are generous on 


the capi tel investment originally and the building up 
ofa seated all the time, 
"Hos hale we Cotton Menufacturing Compeny Limited 
‘purchesed the Magog Textile and Print Company 
Limited works in 1899", 
I do uot recoliect whether in thet instence the money 
to provide for that purchese eam out of surplus or 
whether there were additional funds put in when the 
Hochelage Cotton Commny wes organi zed, 
“seenand the msiness of those two come nies 
absorbed in the business ‘which took place on the a 
ganization of the Dominion Cottm Milds Company 
Limi ted in 1890", ‘ 


That is not qui te right} there is something wrong there, 
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THE COMMISSIONER: The second time the word 


Tine tnoca*eennes it means merger or amalgamation? 
MR. MecRUEK: Yes. We might pat the word ."me 
ger" theres There is some mistake in transcription, 
"At the time of the seal eatin ue it was ste ted to 
the special generel meeting of shereholders: 

"It has been urged by some of our friends the 

this would be a good time to make en extra dig 

tribution of stock, or in other iin to give 
sto ak ponus, Although our position would fully 

warrant tek 6 we deemed (it wiser to pursue a 

conservetive policy and allow the new company fo 

be in operation for a year' 
"The egreement of sale provid ed thet $1,277,000 
of unassesgeble stock in Dominion Cottm Mills 
Company Limited be distributed to the shareholder 
of Hochelage Cotton Manufec wring Company Limited 
pre rate, and that . stock bonus might be paid 
Dominion eitchiiee Mills Company Limited not to ex 
seed the differmce between the price of purchase 
end the net actual value of the company's pro- 
perties end assetse . 

Bonds were issued in payment of the purchase 
price of ali the other emalgemated compa nies, 

In 1692 the capital of the company was increas 
by $250,000 end the stock offered to sharcholders 
at par in proportions of one to gixs 

In 1892 Dominion Cottm Mills Gomany Limited 
@arried out the terms of the agreement with 


Hoshelaga Cotton Menufacwring Company Limi ted, 
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"which recited, that 211 assets of Hochelag 

Cotton Men ufacta ring Compe ny Limited were valued 

at $2,668,168.24 end were purchased for $1,277,0 

by issue of stock, with the agreement to issue e 
stock bonus for the differeme, $1,517,700 in 
eapitel gtoek of the compony was, therefore, is a, 
unassessable up to 90 per cent, The effect was 


that the stock tomus amounted to $1,365,950, whic 


i prac tically equalized the differem e between the 


va. we placed upon the assets of Hochelaga Cotta 
Menu facturing Company Limited ami the amount pel 
therefor by way of stock issue", 
~MRe HEWARD: Would you mind expletiming what y 
meen by “was therefor issued unessesseble up to 90 
per cent"? Nine ty ner cent of what? 
MR. McRUFR: Winety per Gent of the stock tha 
was previously cutstending, It emounted to a stock 
bonus of 90 per cent, ‘The belanse was subscribed in 
cash, 
| THE COMMISSIONER: Is thet wheat you sey? Jus 
a minute, A stock bonus of 90 per cent? 
MR. McRUER: Yes, af Yee The stock bonus 
amounted to $1,365,930, 
THE COMMISSIONER: And it was unassesseb le 
to 90 per cent? 
-_ MR. McRUEP: © And the balance was peid fori 
cash, tien | 
“THE COMMISSIONER: Ten per cent? | 
MR. “MéRUER: ‘Ten per cent. | 


MR. HEWARD: Oh, I see« 
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MR, MeRUER: Thet brings us up to 1892. We see 
how the roots of this tree grew more or less, ani it h 
a real besring on the subject thet I have to dism SSo 
thet is, howfar éhe’ consumer, after providing these 
very strong roots, send those roots being broken up fro 
time to time,should go on again providing roots, ani on, 
end on, It id a problem one has to fece. Here isthe 
fact of what has been dome in this case, at any rete} 
we will discuss the problem later, The net result of 
a 10 || this wed thet =~ 
| "For every three shares that a shareholder held 
“prior to 1878 he would now hold 15,20 sheres, or, 
on $300,000 invested prior to 1878 there was now 
reslized $1,520,000 in sheres in the Dominion 
: Cottam Mills Company Limited, and the dividends 
hed been paid in the meentime," 
And those dividends were rather generous, I think, A 
whet we come to consider the emount of dividends and 
a) pe compare them with the weges that were paid back in 
some of these periods, we shall find in whet kind of 
soil the tree grew. 
"Dominion Cottm Mills Compe ny Limited paid divi 
dends in 1890, 1891 send 1892, of 10 per cent 
25 on the outstending capitel." 
' Thet is, en this cepitel im which the shares had been 
increased in this ters It is not on the money inve 
ted but on the outstanding sepi tal stocks 


"In 1893 dividends were paidat the rate of 8 


© 


30 per cent, tut it will be noted thet this is 8 


per cent on a cepitalization of $3,035,600; 
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"whereas the previous dividend was at 10 per 
Sent one cepitelization of $1,515,000, which 
would show over 40 perncenton the original 


investmen ts 


On 


Dividends werensinteined at this rete for 
the year 1894 and until the last querter in 
1895, when it was dtderea to 6 per cent on th 
outstanding capital,” 
So that we see that although dt videnas dropped to 6 


i) 10 || Per cent, what areally gooi dividend it emomitea +0 
if we teke into consideration the amount of outside 
mong thet had been brought — 

“During the yeers 1896, 1897, 1898, 1899, 1900 

end 1901, md f@ the first three querters of 
i 1902, dividends were meinteined at the rate 
of .6 per cent on the outstending eepitel," 
That, egeing is on this cepitel that is crested by 
these stock bonuses, 
om "The following is a table of the profits on 
; a Sales durine these yesrs:" 

MR. HEWARD:. Before you start on that, mey I 
ask you fron whet figures they ere eAlculated? We 
have had diffieulty in verifying then, 

a MR. McRUER: Oh, from the evidenc @, each years 
I read into the evidence “profiton sales amunting 
to so and so", “profit on sales amounting to so end so". 

THE COMMISSIONER: Would thet reference to 
page 5725 be near enough to give the evi dence? 

2 30 MR. MoRUER: No, I em efraid this is teken at 


different pages, 
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THE COMMISSIONER: I meen, it is im thet nei 
bou rhood? | 
MR. MeRUER: No; there will be referemes to| — 


the evidence at the different pages where the prose eed 


5 of the annuel meetines ere rcad into the evidenc e,» 
1894 12 per cent 
1895 1le5 per cent 
1896 14947 per cent 


end so OM, 1902 wes the mly year in which there w 
a | | 

a loss on sales, and thet immed ie tely followed a year 
2 10 of the highest profit on seles, $e egein these per- 


cen tages Of profits on ssles sre comparati ve only be-~ 


eeuse they depend on the volwne of Sal Be It appears 
that <= 
“eeeefrom 1878, the first record we heave, until 
1905, there was only one yeer wha tsiness show 
a loss, and the dividend record speaks for itself 
as to the profit earned during the otaer Yeearss 
The share that the worker hed had in the ad= 
5 venteges of the proéective teriff during this 


period is indicated by the average emual wage pa 


inal es 


per individual, From the records avellable, the 


highest average wes $277, per ennum in 1888, ani . 


the lowest $224 in 1905", 
MR, HEWARD: Now, Mr, McRae, woula ym tell 
, | us there where you got you figures? 
MR. McNJER: Again, from the minute books, 
the statements read in from the minute books eas we wen 


alongs 


» 30 Mr, DE COTRET: Page 5726 in the evidences 


MR. McHUck; That will not be ell et pee 5726 
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I think, beceuse we mst make our Calculations as we g 


alongs 
MR. DE COTRET: Yes, mt you start sround there. 


You have 5714, 5726. You give the amnuel average sel 


1 


at S714. 
MR. MeRULR: I have set this out earlier in my 
brief. 

MRe HEWARD; But this is the summtion of the 
> thing; and my question also applies to the celeul sation 
| meade of each year, end on what those figures are base 

MRe McRUER? Statements in the minute book, the 
number of employees employed and the emount peid in 
Wag Se 
15 THE COMMISSIONER: For each year? You divided 
the one by the other? 
MR, McRUER: Yess 
THE COMMISSIONER; It does not show how muy 4 
or hours of employmat there were? 
-) 20 MRe McHUER: Nos 
THE COMMISSIONER; That is the best you ean do 
I suppose? : | 
MR. McHUER: That is the best I can do. itis 


their record which says thats When you run ajong from 


3: one year to mother and find the constency and the 
fluctuations, I do not think it esn be very fer out. 
THE COMMISSIONER: I suppose there is no record 
kept of rates of wages md so on? 
re, MR. McRUER: We do not heve any, if they hgve 
30 


thems All I read into the record was from their minu 


books» I read it in and they have not teken my acti 
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* | 
repudiate the accuracy of what was sel din the minute 


books in that regerd, 

, MR. HEWARD: | We aid not know you were goin to 

make this dedw tion, | 
MR. MeRUER: I assumed it would not be in the 


5 
minute book unless it wes aceure te, 

MR. HEWARD: Yaar be accurate as far as it 
goes, but it does not show how mony hours worked, how 
mach casuel labour wes there, how much short time. 

% | 13 THE COMMISSIONER: Perheps, Mr, Heward, you wil 


| have a different light to throw cn this thing when you 
present your stetenent, | 
MR. McRUER: Bat we took this right thr mgh 
more or less to the present time, showing the changesa 
15 That is 83 fer es I want to deal with thet portion at 
these pages, my lord, because I do not want to get aw 
from the original history cf the Dominion Textile, for 
the moment, 
THE COMMISSIONER: We go back now tp page 128? 
MR. McRUER: Yes, my lord, There is one thin 
thet I wish to impress on your loniship, and that is, 
during this time from the time of the operation of th 
Byden Cottm Company down to the eegeutaatt of Domin 


Textile Company and afterwards, you will note the num 


- ber of mills that were closed in this process of emeal- 
geme tion and merging. It shows this, that while the 
company wes taking adventage of the opportunities pro- 
vided to it to merge these different compenies for the 

my, | mt purpose of -= or undoubtedly-it was one of the purpose 


-~- eliminating competition, that hed en injurious 
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ie 
effect on the mergered mills becouse a greet many of 
inem were immediately closed up» 

THE COMMISSIONER: Well, it comes back to the 
wetter you touched on the other day, of eliminating 
dompetition, I suppose -- ? 

MR. McRUER: Yese 

THE COMMISSICNERS: And you would also say, de~ 
djreasing employment, would you? 

MR. McRUER? It would undoubtedly have the ef- 


‘/ 10 
lect of decreasine employment. 
THE COMMISSIONER: Well, that topics had better 
le begun after lunch, 
The Commission adjourned at 22.0 psem, to meet 
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AFTERNOON SESSION 


-- On resuming at 2-50 P.M, 

MR. MoRUER: Now, I am turning, my lord, to page 
128 now to run over somewhat hurriedly the edtitude 
of these companies, that is, the main companies, that 
formed the change dow: frau the time from the Hudon 
Cotton Company toward the public at large while their 
business was, I think, as their records show, prosper- 
ing very well, and as a foundation for what 1% have 
to contend in this regard I om taking what they say 
themselves, and I am not going into any exhibits 
or anything of that sort; it is what they say in 
their own records in respect to their affairs, 

Now, to go back as far as 1884 on page 128 I 
have copied there a short extract from the Minutes 
of the meeting of shareholders which shows that even 
at that time when stocks piled up the company isid 
off its employeés until those stocks would be absorbed4 
It is an indicatim of the attitude towards the employ+ 
ees while they were benefitting under the protective 
tariff to the extent that I showed this moming, 

Now, I go to page 150 where a Sietedittes is 
brought before the Girettors for the acquisition of 
certain grey cotton mills and the list is interesting: 
Halifax mill, Windsor mill, Moncton mill, st. Johnts 
mill, Coaticook mill, Chambly mill, Kingston mill, 


and the Brantford mill». The company ultimately 
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did acquire all except the St. John’s Mill. 

Now then, these were mills that the proposition was t 
acquire in addfiicn to the ones they already owned, 
and, in fact, since the mills were aqquired by this 
company or its suceecsors all these mills have been 
actuelly closed so that the ae tine?* Di of the milis, 


altheush they were carried | on same of them te a 


SPIRE 
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Now, at the foot of the page the organization of 
the Dominion Cotton Company is reported and the 
purchase of the Coaticook, the Craven ~ well, that is 
the St. Jobn's mill, I thought they did not acquire 
it but they apparently did - Kingston, Moncton, 
and Windsor cotton companies was approved. 

Now, the dividends declared were 10%, and, of 
course, that was on the outstanding capital created 
as < intimated this morning. Then they went on 
in 1892 with a stock bonus of 90%, and in 1895 the 
Minutes contained this record, 

tyou will have noticed that there had been 
considerable agitation for some time past in and 
out of parliament with regard to a revision of 
teriff,--- There will doubtless be some change 
in the tariff, but whatever be the result we thi 

and believe this Paint will always be in a 

pesition to earn a good respecteble dividend." 


Now, that is what they said about themselves at that 
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ee 
time, A report was made to the Bosra of Directors 
in 1894 as to the value of the properties, and that 
is contained at page 132 of this Brief. Now, «as 
5 to the Ste. Anne ¥ill - I am not sure as to whether 
that is in operation now or not, Do you know, Mr. 
| Heward? That is not the later Ste. Anne Mill; that : 
is the old one* 
WR. HEWARD: I am not sure; Mr. Gordon will be here 
® | wery shortly and you can ask tin. T don't suppose | 
| that is the predecessor of the Montmorency Mill, 
by any chance? 
MR. MecRUER: No. The Montmorency mill came in in 
15 || the Matensy Gorton Companys The Montmorency 
Millcame in with the amalgamation of the Dominion 
Cotton Company, the Merchants, Momtmorency and the 
Colonial Bleaching, but, at any rate, the Hochelaga 
| Mill we know aH continued, The Magog Mill we know 
“we was continued. The Ste. Anne Mill we are not 
sure about but all the remaining mills have since 
been closed, the Mills that are in that list, and 
f | in the report of 1894 disappointment is expressed 


25 at the new tariff, ‘now before Parliaments" 


"It is stated that the tariff was 5% 
less on many of the goods produced by the Company 
than the Committee of Management representing 
the Company tried to secure.” 
| So they did gee bs as much as the indutry was trying 


| to seevre at that time. 
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7 THE COMMISSIONER: ‘Where is that? 

“ye. MeRUER: On page 132, my lord, about the 
middle of the page. 

‘The report states &@Your Directors, however, 
are determined to make the best of it and 
‘although the profits will be considerably lessen- 

"ead they feel confident a feir dividend can be 
medes?" 

THE COMMISSICNER: I suppose you will say that is 
the kind of tariff they should havee 

MR. McRUER: Yes - well, I think by the results 
that were shown afterwards it possibly was a little 
exceSSives 

THE COMMISSIONER: You might not put the same 
interpretation on the words"Pair dividend" as the 
Company put. 

MR. McRUER: Well, if we restricted them to the 
ie dividend they did make on the tariff they complain 
of here it would not be, to say the least, niggardlye 
In the Annusl Report on the 10th of April, 1895, 
there is a statement --- | 

THE COMMISSIONER: where is that? 

MRs MeRUER: On the 10th of April 1935; 

"phe Direétors stated that there had been a bad 
state of trade." 

THE COMMISSIONER: It is the loth of April,1695. 
S, MR. MeRUER: I beg your pardon. 


4 


tlea baa State of trade prevailing throughout the 


| | State at erode: mnoTeanen9 Cs om, oe 
ant tuods <Sr0l wm 88 omg m0 aU mi w24 
-eued eat to elbrtn 
tevewod ,etotoeri€ awoys eotsta trogen eure ae 
bees ai ‘to teed ont othe of Boukarosos ete 
feace f <léstibinane ad tite atttorg exit tguodsin 


ed sige bushivib thst 2 tnebkince foot ‘yout be | = I 


“oda e | ‘es 
ai tedd yea “ibe ad ssoqqua I ATM Tee DOD car r | ey “i : 
ie oved ‘hie vex? tise? $0 baba pe | y 
et inact ont yd aeteit I ,ifew - sey SEUNOM i oe 
ei¢iifl s esw yldieuog ti abuowred'is ewode eo" cow sedi \ 
: ; GOW 4 ae, 


| " sovieaeoxe ee 
gcoe lanes 


be 
z 


suse end dug tou tis hee voy SO TeR EuNOO aE? 


ei? en “web iv tb a Lage ae eit a0 ‘folsasoreretnt a : PERS 


‘tug yasai0d ee 
oud od met bedolidaer ew +t eilew :FaUHTOK on i 


 @ 
nlatquos youd Tiines edt ao exleat Bib vont ‘paviivis oc 
fe o. 7 7 
(Loney ba enol, ent yaa ef «06 ton Khoo: et ered 0 HT 
| 
it 
‘Bee Ling to a$0L ed? x0 > Fa0908 feuans od ‘at | 


moe t nonetota B af exert i) fy eit 
“Gdndd at erode vance nano at coke i 
086. Ligh te 80L ond ao “a Wilt ‘saint, 


i= J 24D Rea 


Bad 5 aeed but oredd todd ‘petate erotooriG | edt’ Z 


ew ee, - Pere 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


ee ees 14564 
United states of America sand England end there was 
terrific competition going on more or less throughout 
the years” | Now, they are still complaining about 
the competition as far aback as 1895. 
"The dividend paid for the year was at the 
rate of 74% on the outstanding capitals" 
Your Lordship will remember how the outstanding capital 
was inflated before that times 
| THE COMMISSIONER; That is in line with what I was 
saying a moment ago, having regard to what you have 
quoted from their report it is what they would consid 
a fair dividend from it, 
MR. MeRUEZR: Probably, my lord} it in fact works 
out to about 20% --- 
THE COMMISSIONER: You point out how the capital 
was constituted. 
MR. McRUER: Yes, my lord, Now, reading from the 
shareholders" report in 1896; 
"=the Directors complained again of ‘very 
close competitiont from Imgland and the United 
States of Americas The net srerts for the year 
amounted to $442,916.29 om sales amounting to 
$3,059 892985, or 14247% on sales, 
Dividends were paid at the rate of 6% on the out- 
standing capital, and it is stated in the report that 
the Company has a surplus of assets on capital of 
36%%," 


So here we are at this stage that up until now they 
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have a surplus of assets on capital up to 36%. That 
is 36% over, of a surplus of the assets over the 
capital, and their capital stock having been inflated 
in the way we say it has been inflated, or not only 
say, but inflated in the way that it was inflated 
by this one-third at one time and 90% at another, and 
so ong it has not been doing too badly up until now. 
Then, the report to the shareholders of the Annual 
Meeting on the 9th of April, 1897: 
"--the Directors stated that business for the past 
year had been somewhat disappointing towing 
to the stagnation of business all over the Dominio 
caused to a great extent by the uncer tainty 
in regard to the tariff, and from very severe 
aud close competition in England, and 
more particularly with the United States of America®" 
So that we have another official compahint, almost 
pecoming chronic now, and still to become more chronic, 
issued annually about the compe tition. Then, 
the report goes on: 
"We are expecting a revival of business as soon as 
the tariff is settled, and should the duties 
be maintained, as we are led to expect they will 
be, we are confident thet in a very short time 
our stock will soon be disposed of and prosperity 
will once more set in upon use” 
Well, their profits for that year were $256 475691 


or 92% on sales». ‘Their looms in operation were 
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4,584, their hands employed 2,950 and annual wages 
of $787,455, or $266 per employee, and not only that 
but the directors reported - 
Nea considerable addition and extension eto 
their Hochelaga Mill; that they had materailly 
improved the Magog property, and that altogether 
the property is in excellent conditions" 
Se that having regard, nevertheless, to these diver- 


sities of competition and the tariffs under which they 


10 


were labouring the report does not seem to be too 
disappoin tings Then, they go on in the next year 
to state - 
"--that the results of the first half of the 
24 year were, very disappointings However, after 
writing off $156,199.83 for depreciation, 
what is stated to be in the report as ‘the 
large sum'"-- And I am using their own 
2 ||words = ‘"-<the large sum of $71,286,461 for repairs, 
the operations showed a profit of $344,785.22 
on sales of $3,080,861.49, or 11% after de- 
preciation and repairs," 


Then, in the year 1899 the profits amounted to 


" 95, or 1408% on saleSs The dividends were 
6% on the outstanding capital, and the wages seem 
to have come down from the previous year from $277 
|per employee to $247 per employee, and - 

30 "The report states that during the year ver) 
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great additions and improvements have beenmade 
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in the machinery and construction of the mill. 
It is expected by the end of the yeary--" 

THE COMMISSIONER: I notice - pardon me for inter- 
rupting you - I notice in the year before that the 
company describes as very disappointing the result 
of the operations which showed 11%, as you find it, 
after depreciation and repairs, and the next year they 
‘made 14,8% and they call that very satisfactory. 

MR. yoRVER: Yes, my lord. 

THE COMMISSIONER: It ti intersting to see how you 
get from very disappointing to very satisfactory 
petween 11% and 148%. 

WR. HEWARD: That was the first half of the year 
they sald was very disappointing, my lorde 

TIE COMMISSIONER: Oh yes, the first half of the 
year, but the second half mast have been very 
satisfactory. 

MR. MeRUER: It must have been extremely satis- 
PR 4 

THE COMMISSIONER: In the mean time [ presume 
this tariff uncertainty had been settled. 

MRe MeRUER: Yes, it must have beens That would 
be the tariffse of 1897» 

THR COMMISSIONER: They said: 

"we are expecting 4 revival of business as soon 

as the tariff is settleds" 
“ghey said that in April, 1897+ 


MR. MeRUER:; Yes, my lorde 
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THE COMMISSIONER: Then, in April, 1898 they say 
_thet the first half of the year was disappointing 
and the next year, 1899, they say every thing was very 
: satisfactory; all right, 


MR. McRVER: Then we come to the year 1900, and th 
stated: 

weethat profits for thcyear were not es lerze 

‘as we would have liked’, 


10 Thet is the middle of the wage - 


"--but this was owing to a great number of changes 

and remodelling of nearly all the mills during the 

past yeary," 

ef THE COMMISSIONER: Did they say "This was owing"? 
MR. MeRUER: well, I say that, 


b THE COMMISSIONER: That shows why it was not 


as profitable. 


| ‘MR. MeRUER: ‘--and that much machinery was 


20 


stopped during the reconstruction, Profits, 
efter writing off $80,425.59 for repairs, 
amounted to $515,216, Sales for the year 
amounted to $3,357,661, on which the 
profits amount to 944%—" 
The wages were $242 per employee caleulated on the 
besis of what they state as to the number of hands 


and the amount of wages paid; 


"At a meeting of the Board on the 26th of June, 


) 30 , . 
2 "4900, it was stated that the Company had during th 


last year enlarged and improved its plants at Magog, 
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Hochelaga,Ste.s Anne and other points. A by-law 
was ratified to provide for the issue of 
preferred stock"=— 

THE COMMISSIONER: One million dollars, 
MR. MeRUER: One million dollars, 
Then, at the annual meeting in 1901 - 
".-~it was stated that the improvements had ng 
been completed, and, notwithstanding a stoppage 
10 caused by changing of machinery, the gross 
profits of the Company were more than they had 
made in any previous year," 
So that is where they had got to in 1901; 

ne "tIn the report,, gross profits as preferred to 
apparently mean net profits before payment of 
dividend and bond interest,) The profits 
before dividends amounted to $652,335.09 after 
charging off *the large sum of' $80,339.69 

20 for repairs, which amounted to 18.334," 

So that is the position in 1901, and they hed secured 

legislation exempting from municipal taxation the 

Mill at Magog and they had an exemption at the Kingsto 

Mill for 20 years. 

THE COMMISSIONER: You did not show the wages that 
yeare 

MR. MecRUER: No, my lord. I think they have 
not been copied into the Minutes or I should have had 
them, and the Minutes said; 


"This wit exemption at Moncton, Windsor and 
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Halifax ought to be considered a very valuable 
arrangement in favour of the company” 
How, I just emphasize that they have this additional 
privilege under which the Company was operating, and 
5 


that was it was not paying the ordinary full extent 
| of the municipal taxess I mention that later ons 
It is for the municipal authorities to decide whether 
they will exempt certain industries or not, and we 
. Ve 10 well Know they compete against one another to ¢ ecerta 
9 extent with exemptions for the purpose of getting an 
indus try into the municipality, but the fact remains 
that the industry is enjoying that privilege, and 
if it enjoys the privilege some other person pays the 
; taxes it otherwise would have paids They must 
come back on some other persons 
Now, there is a rather interesting thing heres 
It shows to a certain extent the development of public 
> 20 opinion since this time, and public opin2on may develo 
to a certain extent further than it has done to the 
present time as to what publication ef profits ought 
re to be made by companies that are enjoying the 
privileges of protections | 
"The motion was made that a report of the Company’ 
affairs be sent to the shereholders,. It was 
stated that mo other manufacturing company sent 


printed statements to the shareholders and that it 


=) - was not in the interests of the Company to do so.” 
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Now, tnings have changed since 1901 when that was 
the view, and apparently the practice of all other 
companies. 
"The motion was withdrewne 
"At a meeting of the Board on the 3lst 


October, 1901, (page 5747) a resolution was 


| 
| 
| 


passed thet in view of the large expenditures 
incurred in putting the various properties 


10 of the Company in first-class condition and also 


with the object of reducing the floating 
liabilities of the Company, not to pay the 
quarterly dividends heretofore paid on the 
15 ist December." 
Now, something was said about this company having 
passed its dividends--- 

THE COMMISSIONER: Pardon me @ moment; are you not 

running two things inte one? 
> | s MR, MeRUER: Well, I have run them into one. 
I have rum on to another one rather fast. 
THE COMMISSIONER; A motion was made that a report 
of the Company's affairs be sent to the shareholders, 
25 MR» MeRUER: Which was withécrawns. 

THE COMMISSIONER: Which was witudrawn because it 
was pointed out that other companies‘ did not send 
them and it was net a good thing for the company to 
Go., That took place in 4pril, 190le Now, you 


30 
=) go on to something else.. 
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MRe MCRUER: This is entirely newe I ran on 
too fast there, 
THE COMMISSIONE:: It does raise ane interesting 


question to show how the directors acted, at least, 


5 | 
insofar as this company is comerned, so recently , I 
might say, as 1901, Well, of course, the Company | 
belongs to the shareholders but they were not going | 
to let them know what was going one | 
oO 10 | MR. MoRUER: It wasn't good for them, I dontt 


know - T don't ag to be too suspicious. It is 
suggested Teastines I am very suspicious --- 

THE COMMISSIONER: You are talking, af course, of 

Is 36 years ago? 

MR. McRUER: But this company within a very short 
| time - there vote @ proposition made that this company 
| should sell out its conets to a new company to be 

formed, or at least through the instrumentality of 
Dd ai a sydicate, and that the stock of this Company was 
disposed ef at 50 oonts on the dollar, Now, I 
don't know whether the directors, pe any of then, 
were the same as ce meubers of the ayadiiente or nots 
25 We might Sauls back $0 see who they were, but there 
might be something in that. However, there it is, 
but the next point is extremely interesting because 
of certain siuhenblene that are made in my friend's 
prief.- xt is contended that the Dominion Coiton 


Comp any was not doing well at all, that it was in 
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very bad shape whenthe Dominion Textile Company took 
it over, and that it had not paid dividends but we 
see here the purpose of passing the dividend was to 
use the money for capital expenditure in expanding 
the company's plants and revamping them. It says; 
"mma resolution was passed that in view | 
ef the large expenditures incurred in putting | 
the various properties of the Company in | 
first-class condition and also with the | 
object of reducing the floating liabilities of th 
Company, not to pay duh, convient dividends heretq- 
fore paid on the ist Decembers It was 
decided to send copies of the resolution to — 
inserted in the financial columas of the Gazette 
and Le Journal and that circular copies be sent 
to each shareholcer." 
There seems to be plenty of publicity in regard to 
the resolution of passing the dividend: 
"*s Committee appointed to look into the affairs 
of the Company had come to the conclusion 
that the large loss shown in the first six 
‘months had been caused by the purchase of raw 
cotton at very large figures and not heaving sold 
their manufactured goods at a proportionate 
advances" 


So if there was any loss in the company's affairs 


vast - a “ 


just at this time it would appear that it was through 


| rather bad business management in purchasing too 
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much raw material on a falling markets 

MR. HEWARD:..isn't that .a little severe? That i 
one of the risks that this company has inherent in it 
but to say it is bad management at this date --- 


MR. McRUER: Well, we do not find it occurs very 
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much over the whole periods, They can manage them 


pretty wells 
MRe HEWARD: it% seems to me it is a deduetion 


: that does not arise from the evidence before us, 


It may have been due to @ number of causeSe to say 

it was bad management, well, we don’t know that, 

; MRe McRUOR;.. That is what they say. At any 

rate, they bought raw cotton at very large figures, 
. and did not sell their manufactured goods at a 
proportionate advance, 
THE COMMISSIONER: That is one time the benefit 
perhaps would go to the consumers, 

XY 20 mRe MCSUER: That may have been on account of 
the lower tariff, and, besides, they cannot always 
Set id tebe. eee If they buy cheap and then 
they go up and the tariff is stili there ex can 
make additional profits Lt works both ways. 
Then, at a meeting of the board held on the £9th 

- of January, 1902 --- 


THE COMMISSIONER: Do I understand that now codton 


raw votton is bought in the futures market? 


|g - _.. MR. MeRuer: That was what Mr, Gordon saide . 


MR. GORDON: Simply hedged in the futures market 
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if you want to hedge it, I think there was a 
futures matket existing at that time if they wanted 
te use its 
THE COMMISSIONER: They did not use it, apparently. 
MR. GORDON: apparently not. 
MR, MeRUER: But your lordship will see what was 
going on as disclosed in the next pareagra he 
"ste meeting of the Board held on the 
29th ganuary, 1902, the President stated that the 
Board had received a proposal for the acquisition 
of Merchants Cotton Company, Limited, by 
Dominion Cotton Mills Company Limited." 
THE COMMISSIONER; Now, the Company you are talking 
about now is the Dominion Votton Mills Company? 
MR. McRUER: Yes, my lords 
THE COMMISSICNER: There was a proposal fran the 
other company, was it? 
MR. MeRUER: Yes, my lord. 
THE COMMISSIONER: That is, the Yominion Cotton 
Mills Company had received a proposal --- 
MR» McRUER: From the Merchants Cotton Company. 
THE COMMISSIONER: ©To acouire the latter bday 
MR. MCRUER: YeSe 
MR, HEWARD: To acquire Merchants Cotton Company. 
MR.e MeRUER: Yess Then, an altetnative proposal 
was put forward, ami arrangements were made for a 
meet ingundthindpremed txt irvok of the company, and 


in report on the 7th of April, 1902 = 
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"it was stated that trade had been demoralized 
by the reduction of prices in the American and 
English markets, The management was blamed 
for losses," 
you see, I am not probably a little too hard on them 
when — say they blamed them themselves, 
Newand the Directors had asked for the resignatio 
_of the management, It was reported thet they had 
ehanged the method of selling by separating the 
menufacturing end of the business from the sellin 
end, and that the selling had se given to a fi 
in close touch with the buyere" 
That was Mr. Morriece at that time, if my recollection 
serves me correctly« In the report to the share- 
holders at the Annual meeting in April, 1903 --- 
THE COMMISSIONER: dust a minute; I see that ther 
was a loss reported. 
MR. McRUER: I think that was the only year in 
the history of the company that there was a 1oSS» 
THE COMMISSIONER: “here were three dividends paid 
though. | 
MR,» MeRUER: Dividends were paid,amounting to 
$1365 000s Then, we come to 1903, and the results 
of the year were stated to have been ver, satisfactory. 
So things have taken a turn for the better, apparently, 
"—~-especially when we consider the keen 
compe tition which we have had to meet from the 


English market, owing to the preferential tarif 
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in favour of Great Britains" 
So those lines were more or less set to music at that 
early dates 
"The profits for the year, after writing off | 
tthe large sum of $75,426237 for repairs and 
betterments,’ amounted to $261,477.66, or 8% 
on sales” 
So that at that time they had expressed that as very - 
satisfactory especially considering the competition 
they had, | The wages were $253 per employee per 
annum on the average, and on the 17th of September; 
"it was reported that a meeting of cotton mill 
representatives had been called by Mr. Clouston"-- 
THE COMMISSIONER; That is 1903? 
MR. McRUER: Yes, my lord, 
teewith a. view of bringing about a better 
relationship between the three companies which 
are now competing with one anothers" 
So there 18° something in what my friend says in his 
prief that the ultimate elimination of the competition 
was designed to have some value: 
"et this meeting a sub-committee composed 
of James rather and Senator Mackay 
representing Colonial Bleaching & Printing Company 
Limited, Senator Forget and S,H. Swing 
representing Dominion Cotton Mills Company 


Limited, and David Morrice sr., Was appointed.” 
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THE COMMISSIONHR: That is a sub-Committees 
MR. Me@RUER: "At a meeting of the sub-committee 
it was proposed to have a valuetion made by 
experts of the properties of the Merchants 


Gotton Company Limited, the Colonial 


' 
| 


' 
‘ 


Bleachin. & Printing Company Limited, and Dominiaa 
Gotten Mills Company Limited, and that each Company 
appoint representatives to at» Senater Forget and 
S,H. Ewing were appointed to represent the Dominidn 
Cotton Mills Company Limited. 

At a meeting of the Board held on the 
16th November, 1908, 2 draft proposal was read 


providing for the amalgamation of the three coli- 


panies »" 


Now, we see what is going on heres Here are repte- 


sentatives of the three different eompanies that are 


sitting down - they appoint 4 committee and the 


D oy committee sits down and arranges for the amalgamation 


of the companies, and a bit later we see that a lot 
of these gentlemen are of the syndicate that has 
interposed in the amalgamation to take out $5,000,00 


in common stock for $500,000¢ 


25 
"HE COMMISSIONER: Did they interlock as director 
4n these various companies? 
MR. MeRUER: I doa't know how far they did. 
MR. HEWARD; I can give you that information, Mr. 
2 30 


MeRuers 


MR. MeRUER: Who the directors were? 


—" ay 
<A 


oCOTs immeg—due al deny *2TWOLes Tego aut ee if 
: 3 . ? ae: ao” ta ae «: a = 


Ot t immogedya 9a¢ to gate 


ti. ; 

Siiedo1sM ect 9 Seldtegorg edd I¢ 2tzegxe 
{sinoled ots Dotinty V8GHOD setteg 

tained bas 24st ints wenn bald ubeg % »aldesete 


AsgMod doses taut bate «bed iatz Yasgino 8 ality nottod 


‘8 fegro{ tovensa #888 of 


80 Vii st neeorg a4 Taloggs ef ‘ | 
iained egy tkecetqer o¢ Seialogys Stew Salvi .H.e . . } 
*bottel? yasquo sili covtep ig Be 


ea3 ao Sieg brS0@ edd to Siiveen s $3 


Seer esw fseegerg tisth 2 e50eL 2 isdmeyvoy sor .., | 


“S02 serd? ext AOltemeatons ony tol antbivorg . 


ae: 

| 

“+80 lasgq er | BL ee 

*°79d go yatoy at tsdy esa ow .wok i = 
ra ’ed? esiae gmos Taetetts SSi8e edt ty Sevitstne. | 


eas hae 202 T fomga & tadogge Yaad a aw ob aatette | oo boom 


892 Ssi18 Sas aveb atte etd Lamas | os 


"22G8i 61s sree 


itamesisan Sis tet 


fol s tang S98 ow 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


REPORTER 


TORONTO | = 


Q= 


CANADA 


10 


15 


20 


‘as I recollect it « 


14379 


Who the directors were of each of the respective 
companies? 
MR. HEWARD: I can give you that. information. 


MR. MeRUER: They were changed a bit later when 


ane cores 


the actual agreement went through, when they had gain- 


ed control. They elected their own directors, 


MR. HEYARD: Only six members of the Sypdicate 
out of 16 were shareholders of the canstituent companies; 


six memberses 


a rae eave 


MR. McRUER: Et isn't a question cf that, 
THE COMMISSIONER: Ye are talking, for instance, 

of eaten in the Merchants Cotton Company, for example, 
were the same people directors? 

MR. HEWARD: I thought you ticant between the Syndicate 
and the Companies. Six members of the Syndicate 
were shareholders of the Constituent companies. 

MR. MeRUER: It was not that so much 

THE COMMISSIONER: You might find that out if you 
are going into it at all because it is a different 
thing if directors of varicus companies sit down 


independently of each other than if they are not ine 


dependent of each other, if they are co-directors 


in some of the companies, 


MRe Meruer:; Yes, but what I was commenting on 
was not so much that but the fact --- 
THE COMMISSIONER: Yes, but that is what I am 


commenting one 
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MR. MeRUER: Yes, I know, but I am commenting on 


the fact that the members of this Committee who were 
appointed py the various companies who represent them 
turned up on the Syndicate later on, 
THE COMMISSIONER: That is a later steps 
MR. McRUER: That is a later stepy I do not 
believe we read inte the record the Directorate of 
all chishis Companies, but I will have it looked up, 
Y ail "At a meeting of the Board held on the 
10th November 1903, a draft proposal was read — 
providing for the amalgamation of the three 
companies," 
THE COMMISSIONER: That would mean a @raft proposal fr 
this sub-committee, I suppose? 
MR.» McRUER: Yes, my lord, 
‘THE COMMISSIONER: Is that right? 
MR. MeRUER: I would think so, 
D 20 THE COMMISSIONER: Welly it sounds like it, 
WR. MeRUER: ‘In the report to the shareholde s 
i at the Annual Meeting held April @, 1904, it 
R was stated that the result for the year had been; 
zs tyery satisfactory, especially when we 
' consider the keen competition which we still have 
to meet fran the English market owing to the 
‘preferential tariff in favour of Great Britain, 


To form ah idea of this severe competition 


we have only to mention the figures of the 


imports of cotton goods into Canada from Great 
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Britain during the past three years, which, 
_ according to the Government datistician, 
amount to $14,661,277«t" 
i just quote that for that is the atmosphere in which 


this new company was born asfar as competition was 


concerned and and we see how it lived in that difficuli 
atmosphere, and grews Probably the sunlight of 
competition was good for it. 
"In spite of this, this Company#s sales 
Jumped from 35,500,169546 to $3,942,558,89, this 
being the recerd high point in the history of the 
Company. fhe net profits, after writing off 
the 'large sum of'",<- 
THE COMMISSIONER; You put the word "net" in there. 
Mi. M¢RUER: Yess 
"The profits, after writing off ‘the large sum 
of $81,892624 for repairs and betterments! 
amounted to. $297,546603. Profits on sales 
amounted to 7.6% The sum of $195,166.57 was 
credited to profit and loss accounts, The surplus 
in that account stood at $864,725e17s5" . 
Now, that was the pesition in 1903, and it may be 
that there is, and there probably is an economic 
significance in this fact that they were getting this 
competitier from Great Britain and at the same time 
were prospering in Canada showing record sales for 
the year, because it may have been that on account of 


the trade that had been developed with Great Britain 
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a healthier domestie situation préveiled in Canada, 
and that the purchasing power of the Canadian again 
was increased, There is quite a significance 
ia that very fact that here at the very time that 
they were complaining about these larce importations 
from Great Britain they were experiencing the high- 
water mark of sales in Canada, 
MR. HEWARD; In that eonnection, sir, perhaps 
© 10 my learned friend would let me interrupt to say 
that of course the gross amount of sales would vary 
according to the price of raw cotton so that the 
fact that the company may have made $3,900,000 
1e as against $3,300,000 in the previous year would not 
hecessarily mean it was prospering, and, as a matter 
of fact, we see that the profits in sales before 
bond interest amounted to 7,6% only there. 
MR. MeRUER: Yes, but IT am taking your own state- 
D> 7 mente I have copied the words of their own state- 
ment of how they regarded it, and they said it was 
very satisfactory especially when we consider the 
keen competition thet we still have to meet from 
25 the English market owing to the preferential tariff 
in favour of Great Britain, Does my friend say 
thatraw cotton was high at this time? 
MR. Heward: I cannot tell that, but I say it 
dees affect the situation from one year to another. 


We have to take into consideration raw cotton prices. 


MR. MeRUER:; Absolutely, and that is where the 
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question of percentage of sales is not a firm basis - 
the percentage of profits on sales is not a firm basis 
on which to reckon a company's prosperities. There 
are many slements thet enter into it. 

THE COMMISSIONER: I notice that the number of 
their employees was very much less that yeare 
The year before you have it down at 3,727 and this 
year it is 3,000 only, although the volume of sales 
was greaters 

MR. MeRUER;: Their average ~—e wage is up,too. 

THE COMMISSIONER: It is $268, 

MR. MCRUER; $268 as against $253, 

THE COMMISSIONER: I don't see it if the year 
before. 

MR. HEWARD; The volume of wages was down, 

MR. MeRUER: Yes, I knows 

MR. BEAUREGARD: 500 hands less, 

THE COMMISSIONER: Pardon me, I was reading for 
the year 1902-6 I did not see that, 

MR. HEWARD: If you take 1905 it was 3500.2 

THE COMMISSIONER: I was wreng there, I had 
gone back two years instead of ones 

MRe HEWARD: It was 500 more in the year previou 

THE COMMISSIONER: Yes, that is right. 

MR. MecRUER: Well, we will see how they got along 
the next year. | 
"At @ meeting of the Board of Directors held 


on “the 14th December, 1904, a proposab was put 
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forward of a scheme for the purpose of acquiring 
the capital ston of Dominionm Cotton Millis 
Company Limited, "-- 
THE COMMISSIONER: That is, this’ is -+- 


MR. MeRUER: This was a scheme put forward to the 


Board for the purpose of acquiring these; this would 


be a seheme fram the syndicate, 


"e-Merchants Cotton Company Limited, Mon tmorency 
Cotton Mills Company Limited and Colonial 
Bleaching & Printing Company Limited. A draft 
circular was settled for the purpose of explaining 
the offer of a syndicate, which cireular it was 
proposed to send to the shareholders, 

The net manufacturing profit for the 13 


“months amounted to $48,833.37." 


Now, there is nothing said there as to how much was 


charged off for repairs and betterments and that sort 


of thing. The wages were down and the number 


of employees was up. 


The number of empiloyces 


had risen from 3,000 to 3,300, but the wages now 


were down to an average of $224, 


"The syndicate referred to in the Company's 
minutes was a syndicate compesed of 16 men organ- 
ized for the purpose of incorporating Dominion 
Textile Company Limited, Under the provisions 
of the syndicate agreement these men agreed 

to contribute one million dollars to be 


deposited with the Royal Trust Company of the 
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city of Montreal in ill ain as follows; --" 
And we have the proportions set out, Now, if we 
can Ay get for a nomen’ the names af those gentleme 
that were appointed to this Committee thet was 
created for the purpose of sik aelinile about a better 
relationship between the three companies; now, the 
sub-committee at page 138 is Set out as James Crathery, 
Sentator Mackay, HS. Holt , Sphator Forget, and 
S.H. Ewing, ond David Morrice. Now, we have of 
those Morrice , Forget, Holt and Mackay» We haventt 
Crathern or Ewing. They are the only two of the 
Committee that do not turn up on the Syndicate, and 
your lordship will recollect that the efforts of the 
syndicate to acquire Montreal Cottons just at the sam 
time were very stoutly resisted by Mr. Ewing, and 
successfully, too, at that time. 

_ THE COMMISSIONER: Successfully in wht way? 

MRe MCRUER;: Well, he persuaded the shareholders 
not to sell their shares, not to tutn in their shares 
under the terms of the letter that was sent out, 

MRe GORDON: I thought it was later. 

MR. MeRUER; It was 1905, . When I deal with it 
in Montreal Cottons I have ite I think it was 1905, 
Now, this brings us to the Syndicate agreement and 
I don't think I need spend much time on it. These 
parties had subseribed this sum of $1,000,000 to 
the Syndicate to be held by the Royal Trust Company . 


The subseription was subjeét to the Royal Trust 
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Conpany obtaining the majority of the shares of these 


four companies for the benefit of the Syndicate, 


Now, the letters that were sent out were letters in 
which the Royal Trust Company proposed that they shoul 
} exchange for the shares of these companies securities 


of the Dominion Textile Companys 


ae Ee 


THE COMMISSIONR: Well, the offer put a value 


on the shares of the different campanies, didn't it? 


zi EG. MCRUER: In this way, that, for instance, « 


you might get me that little booklet again, Mir,.Rene, 
the history of your company. Exhibit 328 has the 
complete statement of it, and for the Dominion Cotton 
15 Comipany the shareholders were offered 25% in new 
preferred stock and 25% in new bonds, That is, 
bhey got SO cents on the dollar paid for by preferred 
stock to the exteat of 25% of their holdings and 
bonds to the extent of 25% of their holdings, 
> | x THE COMMISSIONER; Which company was that? 
MR. MCRUER: That is the Dominion Cotton Company, 
the one we have just been dealing with, The 
Merchants Cotton Company got 18 1/3 per eent of their 
25 || holdings in preferred stock and 62 and 2/3 per cent. 
in bonds. So that they got 85 cents om the 
delier in securities of the Dominion Textile Company « 
THE COMMISSIONER; The new Company. 
MRe MeRUER; The Dominion Textile Company, and 


the Royal Trust Company and over these securities 
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to the shareholders and the vharendté oi accept them 
in place of the stock they turn in, 
THE COMMISSION®R: How much on the dollar did the 


first company get? 


MR. MeRUER: 50 cents, my lord, paid for in these 
securities divided evenly between bonds and preferred 
stock. The second one got 85 per cents 

THE COMMISSIONER: Which was that? 

MRe McRUER: The Merchants Cotton Company got 8% 
paid for by 18 1/3 % in preferred stock and 62 ana 
2/3 % in (B) bonds, This company had outstanding 
$162,000 in bonds so to that extent the bonds issued 
were a second charges, They were(B)bonds, but Sciene 
were later - the outstanding bonds were later cleaned 
UDe 

MR. GORDON: Yes, there were no bonds exchanged 
at that time, 

MR. MeRUER: The shareholders of the Mon tmorency 
Company got 120%; that is 120 cents on the dollar, 

20% in preferred stock and 100 ‘per cent in bonds, 
The new company assumed an obligation of $450,000 in 
bonds that were outstanding, The shareholders of 
the Colonial Bleaching and Printing Company got 


$1066 2/3 on the dollar, 66 and 2/3 % in preferred 


stock in the new company, and 100% in bonds, Now, undqx 


the arrangement -<-< 


THE COMMISSIONER: Those are alls 
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MR. MCRUER: Those are all, So that under the 
arrangement the shareholders of these constituent 
companies received securities that were created by 
the Dominion Textile Company in those proportions 
and handed over their shares to the Royal Trust Company, 
and. the Syndicate subscribed - the members of the 
Syidicate subscribed $1,000,000 to the Syndicate for 
which they in turn got $500,000 in preferred stock 


10 || and $5,000,000 in common stock, So that for the 


$500,000 that was invested in preferred stock they 
got dollar for dollar, For the $500,000 in- 
vested in common stock they got $5,000,000 in cammon 
if stock. That is the par value, 
THE COMMISSIONER: $10 for a dollar - 10 shares, 
MRe McRUER: Yes, that was the par value and that 
is the basis on which it was set up in the books, 
. and when it was charged the difference of $4,500,000 
a 7 a ewas at that time charged in the books of the Dominion 
Textile Company as goodwills 
MR. HEWARD: Oh no, Mr. McRuer,. 
THE COMMISSIONER: Pardon me; make your statement 
95 againy I did not get it. dhat did you say? 
MR. McRUER: $4,500,000 was entered into the 
books at that time as goodwill, Later on - I think 
fT am correct on that, am I not, Mr. Glassco? 
MR, GLASSCO: I think that is right. 
MR. HEWARD: I am sorry. 


I _ MR. McRUER: So we have the company itself at that 
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time recognizing the position that as aginst $5,000,0p0 


— 


in common stock that was issued $4,500,000 was good- 
will, ‘Then, later on the books were changed in 
this sense that the assets of the constituent 


companies shown on the books of these companies had 


—— — = 


a book value of $2,100,000 more than the securities 


that were issued against them. That is leaving 
the common stock out of the question, Therefore they 
©) ss reduced the amount that was written up for goodwill 
bythe $2,100,000 on the books, Now, I think that 
| | is right; if that is not accurate I would be obliged 
; Mr. Howson isn't here to coach me at the moment 
15 and if Mr. Glasseo disagrees with that I would like 
to have it because I want to say it accurately. 
MR. GLASSCOE: I think there is some confusion 
caused by the way in which the entries were originall 
; madé@.» The Satateat entry in respect to the 
F 5 common stock was as you have stated, Then, ali 
the original p> Sl were subsequentiy reversed, 
} Perhaps six months later nb whale thing was re- 
| wethhen end in the proeess the goodwill account got 
25 about half the entries which it should have, but the 
final effect of putting the assets on the books was 
to bring them on at the caluer at which they stood 
on the ache ae the predecesser company, and those 
were nek. wakasen by any write-off. They were sub- 


sequently increased in 1917 by the write-ups which yo 
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“) 
AY, 


have mentioned in your brief. There was no write- 


, el 


off. 
MR. McRUER: There were assets written off after thdt 
in excess of $2,000,000, so Mr. Howson tells me, 


between then and 1910. 


ae 


BE. GLASSCO: I cannot agree with that, sir, 


but Ido not want to argue with you, 


— = 


MRe MCRUER: Will you say there was not? 


10 MRe GLASSCORSs Yes, 


MR. McRUER: You say there was nothing written 
off? 
MR. GUASSCO: Nothing of that amount. 
: ~ MR. Mekuer: Not $2,000,000? 
MRe GLASSCO:; No. 
MR. McRUER: I can show you the items. 
MRe GLASSCO: -I make it $350,000« 
| | »oMRe McRUER: Well, we will come back to that, 


20 However, it is sufficient that whether they were writ 


; off afterwards. or net the Dominion Textile Company 
issued certain securities and the securities purchase 


all the stoek of these constituent companies, The 


aie 


: ~ members of this Syndicate put up $500,000 for common 
| stock and got 99,000,000 worth of common stock, and 

I am dealing with what they gote Now, all sorts 

of attempts are mede when you get iwo companies 
amalgamating to write into the agreements what become 


-more or less of a fanciful story in order that you 


may issue securities against that, and that the 
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people that are in the amalgamation make 4 profit. 
| Now, we are faced with this that these folks put up 
$500,000, and that is all they did put upe You cannot 
make it any more, eud that they did get $5,000,000 
in stock, 
| THE COMMISSIONER: That is, they put up $500,000 
for common stock, 
MR. MeRUER: Yes, $500,000 for preferred, and 
@ 10 they got dollar for dollar for everything they put 
ie ug for the preferred stock and for the common stock- 
the Company undoubtedly - undoubted that was how 
it was regarded when the Company made the entry in its 
re books, but afterterds “they came along and vier. 
"NOW, this had better be fixed up; it does not look 
se good to start orf with $4,500,000 worth of goodwill 
and we will seourkte thise" Then, they went back 
to see how the books stood in the other companies 


9 2 | irrespective of the fact that they had bought their 


; shares - the $2,100,000 was substantially Dominion Cottpa 
Company's, on the Dominion Cotton Company's books, 
| a substential amount of thet - and they had bought 
these shares at 50 sents on the dollar, so to speak, 


That was what the shareholders got out of it, and, 


PR Ke pe 


of course, there was all that long litigation, 
but I don't think the prineiples that were at stake 
H in that Litigatio. have any thing to do with the 


30 
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protection. 
THE COMMISSIONER: Did they carry all these old share 
in es being worth one hundred cents on the dollar, 


MR. McRUER: No, they carried it into the capital 


5 
of the Dominion Textile Company at the amount of the 
securities that were issued for them, — For instance, 
the Dominion Cotton Company's shares, the securities 
that were issued amounted to $1,500,000. They had 

€& * ‘a capitalization of about $3,000, 000. So it was 

carried into the capital of the Dominion Textile 
Company at the emount that the securities were issued 
on their original set-ups 

15 Now, the Syncieate agreement provided that - 


"The Royal Trust Company agreed to give an 
irrevocable power of attorney te such pergons 
as may be named fron time to time cf the Board 
of pi rectors of Dominion Textile Company Limited 
to vote on all shares held by it at shareholders! 
mee tings of the four cotton companies." 
Of course, that was to put it through, ‘These gentle- 
men had got themselves together in a Syndicate. 
25 Ilvney arranged with the Royal Trust Company to send 
out these letters, They have the shares sent in 
to the Royal Trust Company and then the Royal 
Trust Gompany gives an irrevoeable power of attorney 
to the nominees of the Syndicate to yote Sb b2%ncetings 


so as to bring about the amalgamation. That is the 
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short and the long of it. 
"In ths S¥ext of & majority of the shares not 
being obtained in any company the Royal Trust 
Company agreed to hold such shares until the 
i5th Mareh, 1905, unless directed to return 
them to the original owners by the majority 
in value of the contributors to the syndicate 
fund of one million dollars,” 
© i 10 i think there must be an error in that line - "By the 
majority in value of the contributars to the tyntheate 
fund of One million dollars," 
THE COMMISSIONER: The were to hold them --- 
7% aR. McRUER: Yes, unless directed to return them, 

‘THE COMMISSIONER: And the direction was to come 
from the majority in value of the ciel, 

MR.- MeRUER: Yes, my lord, Gircular letters were 
sent crate and then the <eal was put throughs I have 
DB s given the details of it there. They did not get 

100 per cent. ef the Dominion Cotton Company's stock 
or the Merchants Cotton Company's stock. 
THE COMMISSIONER; What is that you say again? 

25 MR. MeRuer: They did not get one hundred per cent. 
of the stock in Dominion Cottons Company or Merchants 
Cotton Company so to get over the difficulty they 
had there the Dominion Textile Company agreed to rent 


the properties from each of these companies. Of course 


be they got a majovity, they got control of the Board on 
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each of these companies. So they agreed to rent 

to the Dominion Textile Company all the assets of 
the Merchants Cotton Company and the Dominion cotton 
Company at a rental sufficient to pay 4% on the capital| 
of the company the o_ enoent sufficient to pay the 
interest on the webetentine bondS.« Se that the 
shareholders, although they were shareholders of these 
two cotton companies, all they could get was 4% on 
1 10 [Peete stock as long as they liked to hold it, | 
THE COMMISSIONER: Is that mentioned here in this 


brief? 


/ MR. M@RUER: Yes, at page 143, my lord, second para- 


) 
| 
) 


graph fromthe bottoms So thet it was a rather 
elever arrangement, that if you do not want to come 
+. we will rent the property which you are a share- 
holder of to ourselves, the Domidion Textile company; 


ve control your companys Now, we will rent the 


3 property to ourselves, and we will pay you 4% on your 
Plena na you can hold your shares as long as you 
ikes | 
THE COMMISS.ONER: Of course, you have there what 
25 he majority shareholders " these companies were doings} 
MR. MeRUER: .Yes, they got the majority control | 
and I suppose had they wanted to be absolutely arbitra: 


jin the matter they might have squeezed the other fellows 


} put practically altogether. However, they had a lawsuit 
| 30 
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over that, and I am not going to retrace that, 
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? « "The provisional directoss of Dominion Textile 
Company were; Hon. L, J, Forget, Devid Willicn- 
son, George A, Grier, Charles 5, Martin, J.P. 
Black and the Hon. Robert MacKay, ell of vhom we 
5 Members of the syndicate.” 
Then we start into the Vominion Textile Company's 
growth and what it said about itsclf as it wes eetti 
along. | 
“The advanteges of the amalcamation were pointed 
& 10 to the shareholders, one of the: being that the 
| monagcmcnht was able to manufacture different line 
of goods at the mill best adepted toproduce the 
Same, thereby getting longer runs ¢& cloth ang 
seving on the constant changing & looms.” 
= MR. HEVARD: in the second paragraph you sey 
that "all" the provisional directors named were menber 
of the syndicate. Charles B, Martin des not apr er 
to have been a member of the syndimte, | 
3 HR. MeRULR: Yes, it should be "except Charles 
% Be Magtin." There is no doubt sbout thst. 
MR. HEWARD: These are simply the provi sional 
direetors who applied for lstters patent, 
WR. McRULR: There is just ths point, as to 


What the company has seid about itself, the effect of 


25 
emalgemation and that one of the &dventeages is thet. 
you are able to manufacture different lines at dif-~ 
ferent mills best adapted ta produce tis Same, and can 
get lomger runs of cloth and saving on the constant 
=) 30 |] changing of looms: undoubtedly that wa:la be an ad- 


vantage to the company, and it might have been « prope 
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thing to have said that now thet the industry has changed 
its entire complexion in Canada to one instead of twelve 
or thirteen compenies competing, now it is ali in the 
hends of one company, it might have been an occasion far 
a reduction of protective tariff, All the business of 
these twelve or fourteen companies has been gathered 


into the hands of one company, for this purpose, that | 


they can run their business on the basis of getting 


longer runs of cloth, and there undoubtedly was on elin- 
ination ef certain competitive features, The sales fj r 
the year amounted to $8,000,000, an increase of 
41,475,000 on thesales of all four combined compenies jin 
the previous yeare The hands employed were 6,060, 
THE COMMISSION Ek; How does the number of 
hands compare, do you know, with the total number em 
ployed by the amalgamated companies? 
MR. MeRUBR: We have not got those figures for 
the constituent companies, but the average is up, .t 4s 
U“B9L per indie, According to this -- 
“The Chairman stated that there had been a numbe 
of improvements in the mills and these hed been 
taken off running expenses." 
That is importante Your lordship will see thate 

"$990,000 had been spent for betterments and re~ 
pairs", 

And taken outof expenses, So that to the extent Yhat 

thet was betterments the profits really should be 

shown as increased by that amount. 


MR. HEWARD: Oh noe You remember at this 
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stage there were no regular write-o fs for deprecia- 
tion, that they wrote off betterments -- 
| UR. MecRUER; That is probably true. I beg 
your perdon. 
wR. HEWARD: There were no write-offs at this 
stage for depreciations That was their method ef de- 
preciation, to write certain bettermnts off profits. 
MR... MeRUER: Yes, that is quite right. ‘te 
come to the meeting of May 30th, 1907. The Chairman 
stated to that meeting: 
"I might say that in making up the statement far 
this year we have taken in the stocks of cotton, 
manufac tu red and unmanufactured go00is, on a very 


conservative basis." 


We might have thet in mind when weére con sidering th 


profits that were made, and that the course that was 


followed of inventory valuation shown later on was one 


as Mr, Gordon seid -- and this is rather in lir, Gordon/fs 


company's favour, than egainst them -- that it was 
something thet their course of under-valuing inventor 
existed before there was a tax on profits. 

MRe HEWARD 3 You ealldt under=-veluation, Mre 
MeRuers You sey in your brief that you do not 
criticize the doing of it, later one I think "a con 
servative™ vaiua tion probably is the proper expressio 
not an under=voluation. | 

MR. McRUER: "A conservetive valuation", that 


is a good words That word should not offend this 


canpanys 
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~) c THE COMMISSIONER: I suppose "conservative" 
Means, tending to be under rather then orer.. That is 
right, Mr. Heward, is it not? 
MR. HEARD; It may be less than we will sel 
5 it for. We hope it is. 


15 


2  , 20 


MR, McRUER:; t may be stated in this way. 
Not the slightest criticism can be offered except this | 
that when we read ths emount of profit -- 

THE COMMISCIONOR: If you read the whole part= 
graph you will see the reasen ferarriving at this cone| 
servative basis is to meet the possibility of future 


slumps. 


MRe MecRUER; “ We fecl that while these have 
been very presnperous times for the cotton business 
the mills have had to pass through other times, «cs 
you know, and these times will doubtless come agai 
and perhaps before very long. And so I may state 
that things have been teken in that way <<" 

THE COMMISSIONER: That is, on a conservati 
basis? 
MRe McRUER: Yes, my lords 
wa e80 that whenyer the demand at home and othe 
places to a witeheckie extent sleckens off, we will 
be prepared for ite" | 

Now it means more, I think, than Mr. Heward says, 

that "we are just valuing our stock under rather th 

over", it means that "we have got a valuation on the 

‘that we are ready to meet all comers with, more or 

less, when things slecken off, because we have cot 


a bit of s reserve stored eway". i am not criticizing 
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them forit,. They say so, and they are frank ebout it 


land that is the way they ought to doy But there is on 


thing that is important » and that is what they say 
about the condition in regard to the eotton industry at 
that times We remember what they said about the eon~ 
petition, particularly British competition, just a year 
or so before, and that the tariff did not seem to be | 
quite meeting thei rnsatisfaction, but they says 
"We feel that while these have been very prosperou 
times for the cotton business, the mills have had 
to pass through other times, as you know, and these 
times will doubtless come again and before very 
longs” 
And then the Chairman went on to states: 
We have a very low tariff in Canada, ayd compared 
with other countries, higher wages. (ife have had 
to raise the wages once or twice, which we do not 
complain of.) Taking these things sit econsie 
deration we have as I say, acted on a Very corser- 
vative basis. I think we ought to be prepared 
for these times, as we mu st not expect that times 
like the present 4m the ahi le Vintadd igs are going 
to continue forever." | 
Now I am not putting any language into anyone's mouth, 
I am not in Ry po tee case, I am letting them 
state their om aed of how they found things, put 
yet under a very low tariff. , SO We go on under that 
very low tariff and see what qctually they did earn 
over the next period of years, and we are rather 


convinced that the bad times that they apprehended 
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ght fall upon them 4id net come; that they were pre- 
ared to meet them but they aid not come. 
THE COMMISSION=R: Yell, that is the value of pre= 
redness. | 
MRe MeRU ER: Yes, my lord. 
‘The directors reported that $850,472.78 had been 
spent during the past three years for repairs, im- 
provements to plants, and new machinery e™ 
THE COMMISSIONER: That is May, 1908. 
MR. McRUER: Yes, that is right, -- we have gone 
on a years 
“All of this large amount had been charged to 
working expenses and no increase has been made to 
the fixed assets", 
So there is the statement, and one thing that des 
impress one is that these plants did not need nearly 
as much money to keep them up before there was an 
‘neens tax ig as they have required witved The emoun 
of depreciation they seem to have required grew 
heavier: they needed more for repairs and betterments 
notwithstanding th depreciation. I will deal with 
that more extensively later one Itis stated in the 
report: : 
"seeeOwing to the business depression which set i 
last fell, and the very low tariff onéotton im- 
portations from Great Britain, which is only 15 
per cent on greys and 17k per cent on bleached 
goods, compared with duties rancing from 40 to 


50 per cent in the United States, we are beginnin 
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| * to feel the effect of this competition, and it 
has necessitated our being compelled to operate 
the mills on short time and also to reduce wagess 
That is 1908. I propose to show a bit later just 
what profits they made in the years 1909, 1910, along 
there, those times that they are complaining of. It 
will be noted that this company during the year wrote! 
off $205,825 for betterments out of operations. Also 
"They paid the interest on their bonds, mweferredé 
dividend and $250,000 on the common shares fa 
which $500,000 had been paid in 1905, and had a 
surplus for the year of $44,493—36". 
That was th depression year that they complhined 
about, and those who hed invested in this common stoc 
their $500,000 now had half of it back in three years 
time, . They had received this dividends And in addj~ 
tion to that there was transferred to surplus $44,493 
bringing the amount at the credit of the profit and 
less account up to $568,000. My friend Mr. Beau- 
regard called my attention to something in connec= 
tion with the wages, 
MR. BEAUREGARD: That is at the end of page 
145, where the report says the company is "compelled 


to operate the mills on short time and also to reduce 


wages «" 

MRe McRUER; Yese They said they operated 
their mills on short time and they have reduced wages 
There are the two pictures, what the original inves~ 


2 30 . 
2 tor put in, the complaint that is made that the tarif 
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" is too low, the treatment the workman gets -- and what 
the original investor got out of it. Those are facts 
One can dress them in any way one wishes. There they 
aree 


"The Chairman in his report made referenee to a 


— 


strike that had occurréd", 


Se the workman evidently had had redueed wages, and 


Fe | Se 


had protested. I rather think that this would be the 
strike that was the subject matter of a royal cmmissi 
‘ | 10 

eC) in that year, 


MR, BEAUREGARD: 1908 ~~ yes, 


MR, McRUBR: They investigated the conditions 
| there at that time. 
| 15 THE COMMISSIONER: Th&t waid be the investi- 
gation carried on by the -< 
MR. MeRUER: ” =< by the present Prime Mini ste: 
when he was deputy minister of labour, 
"The Chairman in his report made reference to a 
nS 20 “¢9 strike that had occurred, The Chairman pointed 
out that while times were prosperous the had 


raised their wages, but now that times were not so 


prosperous the volume of business had been reduced 
and they were ume ble to continue to pay the same 


= rate of wagess® He had hoped tmt the men would be 


willing to take a slight reduction, and while some 


of the men were willing to ao SO, their leaders ad 
vised them not do ¢€0, and they had not agreed to," 
Now there we are: that was the year of the 


§ . 30 
2 first dividend on the $5,000,000 of common stock, on 
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which the investors drew out $250,000. 
(Recess fifteen minutes )} 

MRe MeRUER: “We were at the yeari909, page 146 
my lords The number of hands employed throuchout thes 
years is important in different deeats of the develop- 
ment of the industry in Canads and the mechanizetion of 
the industry, The average annual wages in 1909 were 
$268... There is this to be said as to these figures 
of the numbers of hands employed; they are taken from 
the minute books and your lordship will notice that 
at times it says "about" and at times it says "over", 
#0 they are relative figures, and this can only be take 
as & velatite statement. 

THE COMMISSION*R: But the amount of wases 
paid is almost <= 

MR. MeRUIR: It would be an accurate stotement, 
yes, my lord. 


THE COMMISSIONER; They are given in round 


| figures, though. 


MRs McRUER: They are given in round figures, 
Then we come to 1910. The number ot hands employed 
has inereased from 5600 to 6,000 and during the year 


the capacity of the Magog plant has been increased, 


j centralizing all the print work there, and $323,000 


had been written of for repairs and betterments. 


We find the number of hands now is 6500 -- it says, 


“over 6500" == andi the annual wages per employce are 


$288, Of course that would be out dow by the amount 


that they were over 6500. Then in the year 1912 the 
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umber of hands is 75005 they have jumped up by appro- 
mately 1,000e . The average per employee is $266, 
and it is stated here --. and this is importent -—- that 
he company had orders on hand sufficient to keep ths 
millsoperating 4t full capacity for some time. So 
that with this number of hands and with this emount of 
wages there woulddnot likely be short time, as sug- 
gested, in that respects 

MR, HEWARD: That last statement applies only 
to the end of the year. 

MR. MeRUER: Where itis stated that the com 
pany hed orders on hand sufficient to keep the mills 
operating at full capacity for ae time. 

MR. HEWARD: The figures apply to the whole of 


the previous yeare 


MR, MeRUER: Welly they had 7500 hands the next 


year, and it is stated that thy reported that a new 
mill had been erected at the Magog plant which con- 
teined 500 additional looms, Three hundred additic 
looms had been erected in the Mount Royal wiii, and 
an extension to the Stea Anne's mill in Montresl was 
under conbruction. | 

Se we have in 1913 an expansion of businesses 
I am just pointing this out because we reo lie ct the 
apprehension that waspexpressed about difficult times 
in the futures. 

Then we come to 1914s, The hands employed are 
stated to be 7,000; that is 500 less than the previous 


yeare In 1915 it is 7,000 agains The profits for 
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each of those years are dealt with at another time. 

Then in the rreport for May 1916: 
“Tt was reported that since the outbreak of the War 
the company had aded a large number of lives not 
previously made in Ganada to the already large line 
of cloth". 


So we find that the company's business was expanding 


during the war, although their statement was made up 
- y in the most eonservative manners On2 reason why the 
Ss business was good was "on account of getting goods 
across from the other side", that is, that they had 
had on additional protection on account of the difficulty 
of shipving goods from tie other side of the oceans 
15 That is importent because we find this industry on- 
tinually getting additional protection and additional 
advantages due to disturbed economic conditions. 
But whenever economic conditions are disturbed ROT 
| in such a way as brings competition, thenthere is a 
iy 20 ery to-exclude it. "Give us a profit that will be 
mad@é by any adverse economic conditions abroad, butdo 
not give the consumr the benefit of any lowering in 
prices or cmmp tition that might be brought by ade 
vantageous economic conditions abroad" s 
ri "Phe Chairman reported that the statement had bee 
made up in the most conservative mamer, and the 


one reason why business was good was on account o 


‘the difficulty in getting goods across frm the 


other side. He steted *Il think we will from now 


on be in a better position to compete with the 
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“English market than we Were previous to the 
wer," 
4nd $596,642 was written of fer repairs. That is 
going up all the time. Of course they were expanding 
their mills.and no doubt there would be more to repaint, 


The amount paid out in wages was 21 per cent in exe : 


cess of the previous year, and it is stated that in 
the inventory the Steck had been reduced almost bail a 
minimum, "end whet is on hend is being teken in on a 
conservative basis.” he dividends were increased 
from 6 per cent to 7 per cent on the #5 ,000,000 of ou 


Standiag common stock, So that we have then now 


| paying $350,000 per year on this common stock that 


cost the original investors $500,000. The total pro- 
fits for the year amounted to 91,582,705, Thera are 
the tetal profi ts of the company for the year on this 


origina, investment, Mr. Caverhill evidently appre~ 


es ated the work of the directors in the nanacemént 


the company that years He said: 
"While in years gone by we have head z00d things to 
Sey about the directors, this year it is more than 
ever deserving, and I hope ali the directors will 
understand how we appreciate their services, bee 
cause those of us who are interested in the other 
Companies know it has been a very hard and arduous 
year to pull through, hot only wi th the market 
prices, but with the strikes ana labour troubles, 
and you people handle then very well, " 


this was written into ‘the minutes of the company ani 
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At is the official record of the company: 

. “I ask the prayers of my fellow shareholders the 
you may have as good a year next year am not 
up against any harder things than you have had 
this yeare" 

_I think the prayers were answered. 

MWR. BEAUREGARD: That should be framed, 

MR. McRUSR;. I could not resist putting in 
quotation from "The Wandering Jew", -- 

THE COMMISSIONER: I sometimes wonder whethe 
this Commission should not pray to have. a geod year 

next year. 

MR, MeRUGR: Well, if my friend Mr, Geoffrion 
were here we might make it unanimous. At any rate 
war seemed te have its gooi points even back in the 
time of the erusedes, when the old Jew was asked to 
loan some money for war purposes end said: 

“In war time there is nesd of buying and selling 
‘in whatever cause it be waged and the profit is 
not less or more because that cause is sacred or 
profane" ¢ 
Se 1917 geemed to be a oe satisfactory year all 
rounde In 1918 things were better still: instead 
of $1,500,000 the profits amounted to $1,873,000. 
One would have thought that after these profitable 
war years and the circumstances under which they mad 
the profit, these additional profits might have 
come out of war contracts that were not paid for by 


the Canadian consumer; we see tat the directors say 
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themselves, that the conditions are largely duc to 
their not being able to get supplies fram the other 
og 
' MR. HEVARD: There is another statement too. 
MR. McRUER: However, I think they had some 
profitable contracts with the United States. I+t was 
repoted in 1918 that considerable business was coming 
to Canada from the United States due to wer orders, 
That was something on which the company mede very ex- 
ceptional profit, but they are not willing now thet 
the consumer should get sny return on a flow the 
other waye 
“At the meeting of shareholders of May 1929 it 
Was reported that the supply of labour had im- 
proved, and that a pension fund system was to be 
ineusurated. The Chairman stated: 
‘In connection with the report I would just 
like to say thet there has been some talk 
about the large profits this company has 
made and comments have been made in the news- 
papers, It is true we have made pretty 
large profits during the last year, but I 
would like to explain these profits are very 
abnormal as it is whet has happened in any 
industry doing any cotton business", 
We cannot disregard the fact that these large prdits 
were made in these years wheh they come back to the 
government and say "we must have no competition any 


other time", It was explained that they bought 
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13,000,000 pounds of raw cotton at o low price and 
that they hed Jarce orders from the government of the 
Uni ted States, while they weve having the benefit at 
thet time of heving bought low and being able te sell 
advantageously. There ws an inerease in the ¢ est of 
equipping the mille, © Then Wwe of on té 1920 ani 
“=< OVOr On pase 1525 <= the Chairman stated: | 
THE COMMTSSICHTR< I moties they state there 
that wages have come up SO to 100 per cent advance over 
1914. - 
“UR, MeRGk*: Oh yea, 56 te 100 per cent over 
1914. Of course "50 to 100° per cent is cuite « mare 
sine They seem > atop putting in the minutes the 
emount poid in weres end the numbers of employees, so 
we have not been able to ecsleulste them, In 1920 
the Chairman stated: 
"We have eot a very good profit on our Wisiress and 
- are in a very seéund finanéiel position and ale 
_Ghough we have not shown cuite os large « petit 
es Last your, the affairs of this company and the 
reserve which has been se% up in the various 
departments to take care of any depreciation which 
may come, are ample for «11 purposes.” 
I emphasize that when we come te discuss the question 
of whether or not there was profit tucked away in 
reserve for depreciation and in inventory reserve end 
these other places. Mrs Glesseo and I differ a little 
bit on whether the company’s statement sbout thet shoul 
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‘they made about it, at any rate; 
‘"]—% was stated that the amount earned tovards 
common stock and surplus was $1,105,961. being 
Jess than five per cent on the turnovere” 


So when ome sees what they can do on five per cent of 


sales in this compeny, agein their turmover may have 


been repeated, 


MR. GORDON: Cotton was very high that year. 


MR. McRUZR: Cotton was high, Mr.» Gordon 


nn ee ay ypu ence 


1 
oo | gays. That is quite right. That is when cotton went 
up to as high as 40 cents par pound; so that that is 
illustrative of the atatement that you cannot go too 
much on percentage of sales in determining nina is 
‘15 fair, The annual general meeting -- 
THE COMMISSIONER: ‘efere you go to that: 
‘paax at the bottom of page 150, dealing with.the 
meeting of May 1919, it said that a pension fund sys- 
tem was t6 be inaugurated. Are we to hear anything 
“y m more about that? I do not remanber what was said if 
the evidence about that. 
| | -©° ©. YR. MeRUER: Didcyou deal with that? 
MR. BEAUREGARD: Not to a large extent. 
MR. MeRUER: I hed rather leave these matter 
to my learned friend Mr. Beauregard. 
MR. BEAUREGARD: I will deal with that. 
MR. MCRUER: ‘They had created a fund for the 
purpose of pensioning old employeess. They did not. 


| S 30 get it as or right, but -- 
“Bs | THE COMMISSIONER: Pardon Me a monente 
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Mr, Whiteley says it is dealt with in Mr. Heward'ts 
brief, 

MR.e HEWARD; My partmer Mr. Ballantyne, who 
is still in bed, is very familiar with that part ¢ 


it, but I, believe it is in the brief, 


THE COMMISSIONE ; Then we need not deal with 


that. 

MR. McRULRs Just roughly: the directoss 
determine all payments out of that fund; they go to 
employees that they may select. 

THE COMMISSIONER: No rights are constituted 
in it? 

MR. MeRUER: No rights are constituted in 
the fund at alle It is in no sense a trust fund or 
anything of that sort. The company could take it 
all and say “We are not going to give any more pene 
sions" at any time they wish, as I understand it. 

THE COMMISSIONER: it is on pee 52 of Mr. 
Heward's brief, 

MR. HEWARD: On page 155 of Mr. McRuer'ts 
brief it says that the pension fund reserve in the 
beoks had been transferred to a committee in trust 
pending the incorporation of a separate trust. And 
it is dealt with at page 52 of the Dominion Textile 
factume 

MRe MeRUGR: Yese But you do not suggest 
that there are any rights, that any amployee can sue 


for a pension? 


_WR.. H6@WARD: Noj there are no contributions b 
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| _the employces, 


MRe MeRUER: No, but it is not a fund set apart 


from the employees except as the company may designate 


fron time to time, 


10 


15 


| 20 


25 


Mii. HEWARD:.. That is right. 

. THE _GOMMISSIONER:.....1 notice that in this one 
year ended Slst March 1935 the statement is that 
$71,154.75. was paid in pensions to retired employees 
“during the past year", 

MR, HEWARDs That is right. I think that is i 
evi dence, 

THE COMMIS IONITs Well, we will hear more of i 
ater, 


MRe MeRUZR; At the annual meeting of May 30, 


L921, it was stated; 


" It may not be out of place at this ennual meeting 
of the company to mention that the policy which 
was instituted at the very inception of the company, 
Hately, that of Concentrating our business at our 
largest plan&, has been consistently carried out, 
The smaller plants have been e¢losed up as the overs 
head expense connected with them was out of all pro-= 
portion with the results," 
That is in confirmation of what I seid this morning, 
that — plants at Windsor, Montmorency, Saint 
}/Ohn and so on had been Closed. Business was con- 
centrated now at six points, namely Montmorency, 
Magog, Hochelaga, Merchants, Mount Royal and Verdun. 


| of course it-is fair to say this, thet as these plants 
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were inereased more employees were employed, we will 
lay, in the Hochelaga or the Merchants mill, although 

a plant was closed in Windsor or in Halifax or in 
Kingston, or as the case might bee As to whether 

the net result was more employment or not, I think that 
she records show that the number of employees dimini shed) 


in totale 
MR. HEWARD; You have left out Ste. Anne's in 


ei gece ach dey cementite rae i th aa 


the list of the business concentrated at seven points; 
Montmorency, Magog, Hochelaga, Merchants, Mount Royal, 
Verdun and Ste. Anne's, it should be, at that time. 
MR, MecHUER;: Has Ste. Anne's been since closed? 
MR. GORDON; It is used as a storage warehouse, 
not for manufacturinge 
WR, McRUER;: A bonus of $35,000 was paid to 
Sir Charles Gordon and $7,000 to Sir Herbert Holt, 
That is just a small things 
MR. HEIARD: That represented a bonus for 
several yeers, you know, and is so stated in the 
minu tess 
MR. MeRUER: Yes. It is the only bonus that 
appears. 
MR. HEWARD: It is the only bonus that. appears, 
and 1% applied to several years, the war years. 
MR. McRUER: It is stated that <— 
",e«Wages would no doubt give thai some trouble. 
Wages hed been reduced in the United States of 
America and England and they were running on short 


time in Englend. It was stated that the company h 
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"not materially reduced wages yet, talthough we 


are getting much better efficiency than we were gete 


ting, due to the fact that we have been able to 
eliminate unproductive labour'", 
THE COMMISSIONED”; What is meant by thst? 


MR. McRUER:; At this time there was a re= 


vamping going on in the machinery right straight throu 


r 


| 


The machinery was being reevamped in the different 
plants. 
THE COMMSSSICNER: Oh yes. 


MR, MeRUER; I assume that is what it means, 


that they had been able to eliminate unproductive labopr 


and increase the efficiency of the machinery of the 
plantss Then on May 28, 1922, it was stated that 
prior to the rise of approximately 10 cents a pound 
in the price of raw cotton in September and October, 
the company had purchased several months! supply end 
that in a measure,accounted for the satisfactory re~ 


sults showns 


"Phe balance to the credit of profit and loss ac 


count amounted to $5,007,700,57, and the amount 


which had been set aside for pension fund, bad 


debts and plent renewals amounted to $2,694,254s/0." 


Of course there was at this time some considerable re 


serve in addition to thise 
"Referring to the changes in teriff which had ju 


bee brought down by the Finance Minister, it was 


stated that in 1914, under the British preferenti 


tariff of 15 per cent on greys and 17% per cent 


oe: a 
oF Ayvodd ist 2987 aosey beowbor Vilslret am fom” = 
“93 Stew aw many Yone fottte - totted dose wmstt an one | 
GF elds med evad ow tak t reas eda o¢ oub ante 
trade evivouborens ot satatte 

Tale wo gnoom at tone ? ‘timo Tee masoo aa 
“SX S 82M otedt amity ge iey ta :aUROM me | lls 
Wont tds tort a Tio be Vrecltoaw ett mt me ates Ba tamcy i] 
| THeveTr lh ez at heymsvear ys ted aw Wrentitoom ed? | 
: 1 i ( 
“aBOY AO eUMOT Eee sun -— a 
Seen: tL tp de et Pade eiyeke T 2 AE UHOM eh i. 
tet evissubougasy Wentetie ot e fds feed Bad Your race | 
dt to wren bios Sit to Yomele itis edt oeseromt bee | 


tat Set ste eer ¢E eSS8L BS YON no ned? eatmalg | Dy 


Ons Ylacue tattoo fatevee bezsdoreg bad Waqmos edt | 
“OT YIOtCo% ites eft go% PONaN SCOR Sumeicom & ae tity | 
a savorte at Lue | 

4 eael bas + hterg wt thers edd o¢ eomal ad ear” | 
iavoms ed? bers #VG e907. 700, 8% o¢ Set nyomg tno 
bed . ietery NOieteg xt elias fea foad bad Motte 
SS, 303,88 ov Set ngoms eLewoner toeig Sere atdeb 


ron nis ne be ae a | 
WoL ¢tefetaIe eonie2y ony te ‘awed tiguord wed 


ice Fg ever! | 

STORONG Moke Pre edt woes aree n> oe Witate 2 
OC Sip Lk Dee alah SaEN :, f 

ENS ee A tai a . SL to tttesy 


Mea Loy ee ba ee 
“a a e : 


sas 


- “ 
: ie 


ROBT. BRYDIE 


CHARTERED STENOGRAPHIC 


REPORTER 


TORONTO = CANADA 


) 


& 


10 


15 


20 


25 


14415 


"white cottons, they were unable to meet the com- 
pétition from Great Britain, and there were ime 
ported into Canada 24,000,000 yards of grey 
eotton and 30,000,000 yards of white cottons" 

THe COMMISSIONER; What is the meaning, then, 


ye | ) the 
of that expression “to meet/competition"? Dees that | 


i 
mean, to exclude it entirely? | 

MR. McRUER: I should think so. 

THE COMMISSIONER; Because when you go back, 
according to these years, they were not doing too 
badly. 

MR. MeRUTR: Well, they increased the dividend 
on the common stock by paying about {20,000 on the 
common stock. 

THE COMMISSIONER: Take 1915 and 1914, 1 thi 
some of these expressions used in these annual stete- 
ments are rather loose, if one my sey that, when the 
scy they were “unable to meet the competition from 
Great Britain.” 

MR. MeRUYR: Oh, they could not have meant that, 
because they were paying 4 dividend en this eommon 
stock at that time of $300,000 a years We have in t 
exhibits the actual profits that were made sp those 
years. 

" It was further stated that under the present 
tariff of 123 per cent on greys and 172% per cent 


on white cottons, with exchange at $4.49 . 
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"and teking into consideration the tax paid on 
Taw cotton and supplies purchased, the Margin is 
reduced to 2,82 per cent on grey cottons and 5.2 


on white cottons, less whatever Ane ican i 
has to be paid," | 


Now thai is a statement made oofieially by the company, 


that apparently at that time they were doing business 
(On that margin of protections We see how a bit later 
te they get alongs They were able in another year to 


| 
| 
Split their shares three for one an then pay dividends | 
on the sphhit shares; ang they can hardly have it both | 
ways, == one contending that "this is all the protec- 
tion we have", and then saying “Well, that is all 
IS |i very well, it is true we are able to make these pro= 
fits and pay these dividends, but we shouig have more 
protection still". If this is the protection they 
had, and they were able to &8t along as handsomely 
as they were, then it is pretty difficult to argue 
y 20 |Ifor a profthibitive tarirr, At par o@& exehance bree 
tection on éreys would amount to 11385 per cent 
and on whites 14.45 per cents At this time the 
Vanadian.dollar was at a discount, and he is givinge 
the protection here that would have amounted to at 
parts The Chairman stated : 
"I really cannot see myself why the Finance 
Minister <= 
THE COMMISSIONER: « You ~ say the’ Coned {an 
Kas: Was av a discount? 


MR. MeRUER; Yes, my lords 
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THE COMMISSION TA: No, parities was at 54,49, 
uR, MeRUER; That is in respect to Great 
Britain, | 
THE COMMISSIONER; ‘oh, discount in respect to 

the United States, 
MR, MeRUERER This must be in respect to the | 
United States, otherwise it would be the reverse, py 


if at per of exchange, you would not be able to import. 


4 
10 THE COMMISSIONER; Oh yes, it says here, “less | 


whatever émerican exchange has to be paid," 


MRe McRUER: The Chairman ‘Stated: 
"I really cannot see myself why the Finance Minist r 
should bleed Canadian industries for the benefit o 
Mi | Great Bri tain or eny other country." 
Well, that is an official statement by the company at 
this time. What did the cojipany want? Did they 
want ieee profits than they were cetting at that time ? 
Did they want more rights taken from the consumers , the 
5s few rights they had, to buy in britain at these prices 
The company was actually asking at this time that the 
Finance Minister ought not to sive to the consumers th 
rights Mes had ‘given and he refer to it here as 
"bleeding Canadian industry"s Well, we will see that 
the Canadian industry was ‘so bepaieeamp with blood at tha 
vine that they split their shares in the very next 
| aveed three cw one in order to dist ribute it @mong the 
inves torsy That has a real relevance to the matters 
® 30 fj} I mentioned ‘par this morning as to what -= 


MR. HEWARD; , It made no change to the invest 
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They paid the same dividend on the three split 


shares as they did en the one. 
Mr» McRUER; Later on they increased ite 
MR. HEWARD: And then decreased ite 


MR, MeRUERs No, it was inereased at any rates 


i have net got a record of the evidence here, md I 
; ! 


will just see what they maid at this partialar time : 
In 1919-20 they paid $400,000 on the cannon stock; 

in 1921 it was $500,000; in 1922 it was $600,000, 
This is the very year that they increased the divi~ | 
dende They carried it on in 192% on this basis, 
but this is the very year that the dividend on the 
common steck was increased to $600,000, and they were 
complaining that the Finance Minister was bleeding 
Canacian industry, when these very feople that had 
invested $500,000, if they still hela their common 
stock, would draw out $600,000 emnucily, It rather 
indicates how much veluoone can seriously put on some 
of the official statements that are made for publie 
Consumptions During the same year a general meeting 
of the shareholders was ealled on the 22nd December, 
1922, to authorize an application for suppleme ntary 
letters patent extending the porers of the company, 
and euthorizing them to amalgate with other con< 
panies, There was an issue @& 25 2000 aiedee ae 
unissued common stock on the basis of one share of 
new stock for two shares held, at $100 a share, 


MR. HEWARD: That explains the ris 6 in the 


@mount of divi dendse 
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MRe MeRU ER; At this time a new company was 
incorporated under the name of Dominion Textile Compa 
Limited, to take over the whole undertaking of the ol 
company, and the effect of the organization of the ne 
company was to split the shares really three for one, 
that is, that the shareholders of the old company got 


three shares in the new company, that is common 


shares» 
: ae the meeting of the new company held on the | 
) am 18th June 124, it was stated that sime the in- 
ception of Dominion Textile Company Limited, 
19 years ago, 24 per cent on sales had beendis @ 
trim ted in dividends on common stock," 
ié That is & pretty fine record, for an investment of 
$500,000, that for over 19 years they had distributed 
2% per cent on connen stock, 
"It was sdated that the strong financial positio 
of adelante was due largely to the great 
\) 20 inerease in value of the properties that had bee 
aegquired in 1905¢ These properties were in a 
demoralized state at that time, but had geeat 
potential value, which fact had been completely 
demonstrated, and had been gradually brought to 
25 a high state of efficiency", 
Again, that is their own statement of how the inereasdd 
value had beenebrought about, that is by taking over 
the demoralized properties that my friend sugeests an 
argues now Were worth much more than they were taken 


over at, but, it is said, "We took them over demeralided; 
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We have, outof the pmfits, we have earned, brought 
them up to a high state of efficiency, and bre we 
are now,” And that is the very time that they had 
this new appraisel made, When I come to deal with 
that appreisal I shall have to emphesize that they 


were either doing an honest thing or they were doing 


DT te EL SC TE Pee Ct rent 


something that was not altogether honoursble, If it 


was a profit that was really earned, they were in=« 


creasing the capitalization on the strength of the 


profit thet had been earned, If it was an inerement 


in plant value on which they increased the capitali- 
zation it was not an honourable thing to do, so far 
as the shareholders were wncerned, beceuse those plait 
values had increased to the peak in the boom time jus 
after the war by the rise in machinery values and wor 
come down whey they started to drop, and they did éro } 
seo to recepitalize on the strength of that is not 2 
fineneial practice. But I think their own stsate- 
ment is the correct one which was made et the time 
in their booklet, and that was that they hed made 
profits which justified them in doing ite I decal 
with tha+ separately. 
"The 225,000 shares of common stock was carried 
in the balance sheet at $15,000,000, There were 
sold for cash prior to the incorporation of the 
hew company, 25,000 shares, Three shares for 
one were issued in the new companys. ‘The net 
result would be that for the $5,000,000 in common 


stock allotted to the original incorporators for 
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"$500,000 there was now outstanding 150,000 
shares of common stock which were carried in 
the balance sheet at 910,000,000," 


Se that is how they got alone actually on their books 


; Libis’ they Wee complaining about the Minister of Financ 
"bleeding" them, It was stated, however, to the | 
sharcholders; | 
“seoethe duty, as you know, has been cut down | 
| ‘in the last few years, and thet is another fac+ 
; | 


tor which mekes it difficult for us to mde a 


very great profit," 
well, we have got to regard the capacity with which thi 
concern sought to make profit, Tits cavacity tor asking 
15 ||anyway, hes got to be regarded when we consider really 
what it ought to gete 
"It was stated that during thefear a pension 
fund was established, that for the past seven 
years $7,000 per annum was recuired, ami it 
>) | 20 Was suggested that $10,000 bet set aside durin 
the current yearg 
At the amuel meeting held in May 1925, th 
Chairman stated that of 97 Lancashire cotton 


spinning companies having a total paid up : 


- eapitel eof £15,000,000, 57 paid dividends 
which amounted to only 1$ per cent of the amo vt 
of paid-up capitals. The other 40 of the 7 3 
95 companies were unseble to mske any payment | 
\, 3” that in the United States of Ameriece things 
wy 


“were not very good at all, especially in 


fener | 
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- “ "the north, and -— | 
tl think we may congratulate the shareholders | 
en the showing we have made'", 
I think they could, very sincerely. I think the | 
sharchelders could congratulate the consumers &@n what | 
they had done in their turn, I draw a picture 

later on of what the industry abroad, both in the 

United States and Great Britain, was able to do et the | 


7 10 


same time as the Canadien industry, and it gives a 
i 
picture of how the consumers have served the Canadia | 


industry compared with what service the industries 


RE Shy 
« 


abroad have had. 

"It was stated thet $100,000 standing at th 

15 credit of pension fund reserve in the books had 
been transferred to a committee in trust pen-« 
ding jnieuespakion gf a seperate trust and the 
eppointment of a separate committee to administer 
all pens onse. 

a 20 © It was stated the company had ne expert trade 

whatever, and no probebility of having anye 

It was stated to the meeting that 50 per cent 


of the imports could be eliminated if the com- 


pany had the opportunity of working under an 
equitable tariff." 
at THE COMMISSIGNE:: Now we ars getting down to 
what is meant by an “equitable tariff". 
MR» MeRUER: Yes, my lord. 
| THS GOMMISSICNEn: We will have to seeyiwhat 


> 0 | 


the imports werese 
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Mt, Mex0 Gm; You might make a note, Mr. 
Walton, just © see whet the imports were of cotton 
goods in 1925.4 


"at the meeting held on the llth May, 1927, " --- 


5 | 
The} would be 1926, surely. 
_ THE COMMISSIONS; You have been referring 
to May, 1925, 
MR. MeRUCR: Just let me see if we have 
10 missed putting in a date heres it may be that in my 
dictation I have missed its 
| THE COMMISSIONER: The first meeting of the 
new company that you refer to was gery the 18th June, 
1924. 
15 MR, McRUER: Yes, my lord, I skipped to 
day, 1927. 


THE COMMISSIONER; Then you have the annual 
meeting of May 1925, where this reference is made about 
@liminating 50 per cent of the importse Then you have 


20 |\gone on to May 1927, ana after that you go on to May, 


1928. You have passed May 1926, 
MR. MecRUCR: I just want to see what the 
ght date is for that, my lords We got into a little 
ere confusion in the evidence over the dates I see herr, 
13 ?, COs Evidently in reading the minutes into the record 
| | we stumbled over a date in Mr. Kellock's brief, a 
Statement following page 11, section (e), the imports 
pF cotton piece coods for the salentsr year 1926. 
However, I will give the figures; 95,153,000 square 


yards; that woild be 45,716,000 from the United Kingd 
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46,566,000 from the United States, md 2,871,000 from 
other countriese It fohlows page 11 of section (e} 
It is mot paged, 

“THE COMMISSIONER: Does it not look as’ though | 
you had skipped the year 1926? 

MR. MeRUER; We did. We got into emfusion in) 
the evidence about years. Then we come to the profit 


and loss account, March 31, 1926, as shown here. 
"Mr. MeRuer: Did you read 1925?" "Mr.Ballantyne : | 
I did not hear you read the minutes of the 1926 neot-| 
ings I am afraid we missed 1925. I do not think we 
read the profit and 16ss account for LOZ5e000YeS, 
you did for 1926,....yeéSe.eethen you had better put 
it in now". 

THE COMMISSIONER: Well, perhaps we could have 
it cleared up by to-morrow morning. 

MR. McRUER; Well, my lord, I want to go on 
and get it accurate, 


Om Se eS ew 


The Commission adjourned at 4.55 Pole, 
to resume at 10.50 aem., Tuesday, 


February 9, 1937. 
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